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Financial Highlights

(DOLLARS IN MILLIONS, EXCEPT PER SHARE AMOUNTS)

2001
Rogers Combined Sales $276.2
(INCLUDES 50% OF UNCONSOLIDATED JOINT VENTURE SALES)
Net Sales $216.0
Income Before Taxes 21.0
Net Income 15.7
Basic Earnings Per Share 1.03
Diluted Earnings Per Share .98
Shareholders’ Equity 163.1
Long-Term Debt, Less Current Maturities 13
Sales . . ____
IN MILLIONS

Profits_ . .. .
B COMBINED SALES* $350 IN MILLIGNS
] NET SALES

1997 1938 1993 2000 2001

*Includes 50% of Unconsolidated
Joint Venture Sales
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ROGERS

CORPORATION

Le@er to Our Sharchelders, Customers ane Employecs

Since my appointment as President and CEO of
Rogers Corporation in 1997, | have been consistent
in my message to you about the growth strategy we
have implemented to become a truly great company.
Over five years later, we are still focused on reach-
ing this goal and will continue to go forward in this
direction in the years ahead. This reinforces our
belief that it takes ¢time to bulld & great company.
There is no magic to this. It's a matter of building the
right team, deciding what you do best, then begim

performing step by step, quarter by quarter, year by

year. Discipline, hard worlk,
and passion for what you do
complete the process. Despite
the economic downturn in
2001, we stayed focused on

these principles.

WALTER E. BOOMER
President and Chief Executive Officer
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Rogers’ sales began to decline at the end of the first quarter of 2001. As of
February 2002, they have not yet recavered, and there has heen relatively little
that we could do to influence the “top line” during this period because of the
L S . _recession. As | write this letter, the Institute of Supply Management reports that
the U.S. manufacturing sector is in its 18th consecutive month of decline.

Nonetheless, there are signs of a recovery, and we are hopeful that by the end of
2002 the economy will be much improved.

[ ) 2001 sales were down 13% from 2000. Profits
From January 1997 through

December 2001, Rogers’

declined 41% during the same period. Even
before sales had begun to decline in the first
stock appreciated 122%, quarter, we took measures to reduce our
significantly rewarding our overhead and SG&A, which continued

shareholders. By deing se, throughout 2001 and into 2002. Because we
we outperformed the Standard

& Poor's 500 and Russell
2000 indices.

have remained focused on the fundamentals
of our business, during this year of reces-
sion Rogers remained solidly profitable. We

reported earnings per share of $.98, gener-
ated $39 million in cash from operations, virtually eliminated corporate debt,
continued to invest in new materials research and development, built two new
plants, and made an acquisition. From January 1997 through December 2001,
Rogers’ stock appreciated 122%, significantly rewarding our shareholders. By
doing so, we outperformed the Standard &
Poor's 500 and Russell 2000 indices. So
while 2001 was a disappointment in some

Rogers_Corporation.vs S&P 500.and Russell.2000 ways, in other ways there was significant
FIVE YEAR RELATIVE STOCK PERFORMANCE achievement.
350 We believe very deeply that whoever has the
h ROGERS best people wins. As a result, Rogers has
th 300 slowly but surely improved its team. 2001
| ;f / L“q was no exception. We gained a valuable
. i

250 new Board member, Eileen Kraus. Eileen is
the retired chairman of Fleet Bank in

2,00

s fnd Connecticut and brings to the Board out-

> spsuu standing business acumen and common
sense. As of March 31, 2002, we have a new
Chief Financial Officer, Jim Rutledge, which
will allow Frank Roland to step aside and
help us in the area of corparate develop-

ment. Jim brings great financial skill to
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Rogers and is a significant addition to our team. Paul Middleton has joined us as
Corporate Controller replacing Donald Q'Leary who retired after 30 years of out-

_standing performance. Additionally, we have hired Johan Lecoutere as Vice

President of Europe to replace Herman Van Lysebeth who is retiring from Rogers
after 30 years of superb service. Mario Kerr, who has been with Rogers for three

years, was promoted to Vice President of Sales and
Marketing worldwide. We are confident about the con-
tributions all of them will make. We also added a great
team of new college graduates at Rogers during 2001,
culminating three successive years of outstanding col-
lege recruitment. These young people are the future of
Rogers and will make a significant contribution in the
years ahead. Other pecple have also joined Rogers, each
carefully selected and each adding significantly to con-
tinuously improving the Rogers’ team.

In 1997, we committed to a strategy of growth at Rogers
by first continuing to develop our current markets and
secondly to grow through acquisitions. We have been
successful in this strategy, but we have found it more dif-
ficult than originally anticipated to acquire businesses
that add shareholder value. In my last year’s |etter to you,
| mentioned the pending acquisition of the Advanced
Dielectric Division of Taconic. Unfortunately, we were
not able to complete the transaction. However, we were
able to make a smaller acquisition, which we completed
early in 2002, that | believe will prove to be an excellent
proposition for our shareholders. We purchased a por-

Comhined Sajes hy Markat™

IN MILLIONS

] COMMUNICATIONS $350
[J COMPUTER

] HARD DISK DRIVE
] IMAGING ‘
] TRANSPORTATION |

[J CONSUMER |
Bl OTHER ‘ /

300

1997 1998 1999 2000 200%

*Includes 50% of Unconsolidated
Joint Venture Sales

tion of the business of Cellect LLC, which manufactures polyolefin foams. In
addition to a technically superior foam which

Qver the years, we have not
lost sight of the fact that cur

success is largely won
through innovation.

will strengthen our current high perform-
ance foam product line, we were able to
purchase significant polyolefin technology,
which our research and development group
will be able to leverage into new materials.

We intend to strengthen our corporate
development efforts in 2002 in our search for businesses to add to Rogers that will
create shareholder value. In January 2002, Rogers Inoac Corporation (RIC) sold
its ENDUR® elastomer component product fine to our joint venture partner, Inoac
Corporation. The sale allows the joint venture to focus on high performance

foams, which is consistent with Rogers’ own strategy.

4 ROGERS CORPORATION



Over the years, we have not lost sight of the fact that our success is largely won
through innovation. Funding for R&D remained at a high level during 2001, despite

the recession, and that s our intent in 2002 as well. Our new ZYVEX™ liquid crys-

talline polymer material has been introduced and proiduction was begun on time
in late 2001. Interest in this material remains high, and we believe the market for
this product will be successfully established in 2002. | believe that in 2003 we will
begin to see meaningful sales of this exciting new electronics material. Following
on the heels of the ZYVEX material is devel-
opment of a new digital laminate material,
which we believe will fill an important role in

- ]

| am confident that as a result

of Six Sigma we will improve

our manufacturing and other the high speed digital electronics world. The

project is now proceeding well, and we plan
to introduce the material in 2003. Our technol-

processes in a major way,

resulting in better service to

our customers worldwide ogy will remain the foundation upon which

we will continue to build this company.

In addition to being innovative, however, we must continue moving towards
becoming a world-class manufacturer in order to satisfy the needs of our cus-
tomers. While there has been significant progress made in this regard, we
continue to believe that we must improve. In 2001, Rogers embarked upan Six
Sigma, a highly disciplined process aimed at
the near-elimination of defects from every
product, process, and transaction. We stud-
ied Six Sigma carefully before beginning
implementation, with the help of General
Electric. | am extremely pleased with the way
Rogers has embraced Six Sigma thus far, and

truly believe it will make our company signifi-
cantly better. Qur first Six Sigma projects are
underway and training continues at a rapid

pace. Before we are finished, almost all of
Rogers will be formally trained in Six Sigma. |
am confident that as a result of Six Sigma we
will improve our manufacturing and other
processes in a major way, resulting in better

service to our customers worldwide.

Above are the first group of Rogers’ Six Sigma “blackbelts.” Blackbelts

are assigned full-time to Six Sigma projects. CLOCKWISE FROM LOWER LEFT:
Varun Mathur, Amy Gilman, Gerard Gatineau, John Erhard, Domenic
Santaro, Roy Chancellor, Brian Martin, Omar Galicia, Stefon Van Acker,
Tim Wilson, Matthew Vahlsing

2001 ANNUAL REPORT 5




Global expansion has continued to be a strong focus of Rogers. In 2001, for the first
time in our history, over 50% of our Combined Sales were to customers outside the
~ U.S. This was not a surprise to us. It is the reason we have been expanding in Asia,
Eriurrope and Latin America. Our sales effort in Asia continued to strengthen during
2001, and we added a new sales office in Guangzhou, China, during the year. We
have also made the decision to manufacture in China at the appropriate time and

have leased property in Suzhou in order to
accomplish that objective. The new state-of-
the-art joint venture plant of Rogers Chang
Chun Technology Co., Ltd., came online in
2001. We believe it will serve as the founda-
tion for significant flexible circuit material

C —
Rogers is truly a worldwide
company, and our international

colleagues bring us more
breadth and strength.

sales growth in Taiwan. In Europe, we com-
pleted construction of our new high frequency plant in Ghent, Belgium, and will
bring it online as we need the capacity. Rogers is truly a worldwide company, and
our international colleagues bring us more breadth and strength.

Rogers’ joint ventures provided a major contribution during 2001. Joint ventures
are an important part of our strategy, and we pay a great deal of attention to their
management. Polyimide Laminate Systems, our 50/50 joint venture with Mitsui
Chemicals, Inc., added significantly to our income in 2001. The RIC and Durel joint
ventures were affected by the worldwide recession, but
they also were important contributors during the past

New Product Sales__

year. Altogether, our joint ventures added approximately N MILLIONS
$7 million of income in 2001. Unfortunately, the jury victory
that Durel won in its patent infringement lawsuit against
Osram Sylvania was overturned by the Federal Court of

Appeals. As a result, Durel and Osram Sylvania have 1

decided to put their differences behind them and settled
all pending worldwide litigation. Durei has licensed some

coating technology of Osram Sylvania, which in addition (
to its own technology will enable them to manufacture
H . /
improved phosphor for electroluminescent lamps.

S

50

1997 1998 1999 2000 2001
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In 1997, we established a goa! of increasing the amount of stock owned by Rogers’
employees. | am pleased to report that our shareholders approved the Rogers
Corporation Global Stock Ownership Plan For Employees, which allows our

employees to purchase Rogers’ stock at a discount. Rogers’ former and current
employees are now the fourth largest shareholder of Rogers’ stock, a positive and
significant achievement. The Rogers 401(k) plan does not restrict our employees
from selling the Rogers’ stock that they receive as a company match. The Global

Stock Ownership Plan For Employees carries

Rogers’ former and current
employees are now the
fourth largest shareholder of

only a three-month restriction.

At Rogers, we have bheen working for the
past several years to maximize the synergies
Rogers’ stock, & positive and between businesses, departments and
significant achievement. employees. | am pleased to tell you that we
are now thinking more like one Rogers than
gver before in recent history. It's no longer about what is best for my business or
department, but what is best for our corporation. This is a powerful force for good
leadership and management, and we wilf remain focused on building and devel-

oping one well-integrated company.

Our challenges remain essentially unchanged in 2002. We must continue to build
and develop a team of great peaple. That comes first. We must continue to grow
our company in a sensible way through the development of our strategic busi-
nesses — high performance foams and advanced circuit materials — and through
acquisitions. We need to continue to provide innovative solutions to our cus-
tomers by developing new specialty materials, especially for the wireless
communications and computer markets. And finally, through Six Sigma we must
continue to improve our manufacturing and other processes so that we truly
delight our customers worldwide. As | reflect on these challenges, | believe we
are in a better position than ever befare in our history to address them and to
make Rogers Corporation a truly great campany.

Sincerely,

UELpemn

WALTER E. BOOMER
President and Chief Executive Dfficer

March 1, 2002

2001 ANNUAL REPORT 7
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Am evergrowing perdelio ef specialty
materials cavelepaed from patented technelogies
for global markets:

Cliff Crull, a Rogers Materials
Development Engineer, monitors a
test run on the new Zyvex™ Liquid

Crystalline Polymer laminates line.

Rogers’ patented products have attained strong positions
in strategic growth markets. The range of potential appli-
cations for Rogers’ specialty materials has been expanding
since the Company’s founding. Technology developed by
Rogers and the portfolio of high performance specialty
materials generated from it, serves a host of emerging and
established markets around the world. In recent years,

Rogers has focused more of its efforts towards the grow-

ing communications and computer
markets which currently make up
over 50% of its business. Rogers’
success is won through Innovation.
Its Lurie Research and Development
Center is a world-class research
and development facility with a
proven history of meeting chal-
lenges and creating materials
solutions. Here and throughout the
Company, Rogers and its people
have streamlined the product devel-
opment process to more rapidly
commercialize the most mar-

ketable ideas.

The world runs betier with Rogers
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R/ilex® Flexible
Circuit Materiafs
Laminates and
coverfilms for
flexible connec-
tions in portable
and handheld
computers, disk
drives, wireless
handsets, and
other high
performance
applications.

R04000® and
R03000® High
Frequency Circuit
Materials
Laminates and
prepregs for
communications
circuits in power
amplifiers, anten-
nas, transmitters,
receivers, data-
communications
switches and
routers, and
other wireless
communications
equipment.

R e

RT/Buroid®

and TMM®

High Frequency
Circuit Materials
Laminates for
communications
circuits in high
performance
commercial and
military antennas,
transmitters,
receivers, radar,
and guidance
systems.

R/flex® Liquid
Photoimageable
Covercoats
Photoimageable
covercoats for
high density
flexible printed
circuits which
require fine
patterns not
attainable by
conventianal
screen printing
methods.

Zyvex™ Liquid
Crystalline
Palymer
Laminates
Laminates that
offer superior
electrical perform-
ance and physical
characteristics for
high performance
flexible intercon-
nects and elec-
tronic packaging
for a wide range
of applications.

SSLAM Flexible
Circuit Laminates
Adhesiveless
laminates for
making the
read-write head
suspensions for
hard disk drives.
Used in comput-
ers, Servers,
storage networks,
and increasingly
for personal digital
video recording,
game stations,
information appli-
ances, and digital
cameras.

Induflex™
Laminates
Laminates for
electromagnstic
interference
shielding of
computer and
telecommuni-
cations and
automotive
cables, as well
as laminates for
cellular telephone
antennas, heater
circuits, and other
commercial
applications.

PORON®
Urethane Foams
Materials for
making gaskets,
seals, and pads in
communications
equipment, cars
and trucks,
computers, semi-
conductor wafer
polishing equip-
ment, appliances,
and sporting
goods.

ci5ia ¥
Power
Distribution
Components

Low impedance
power distribution
systems for use

in telecommuni-
cations switching
systems, electric
traction and other
high power
electronics
applications.

Materials for
making gaskets,
shields, and pads
in airplanes,
trains, cars,
trucks, and appli-
ances, as well
as in communica-
tions, computer,
and industrial
equipment.

ENDUR®
Elastomer
Components
Belts and roflers
for document
handling in
copiers, printers,
facsimile
machines,
automated teller
machines, and
postal sorters.

10 ROGERS CORPORATION

BISCD™ Silicones R/bak®

Compressible
Printing Plate
Mounting
Materials
Cushioning
blankets and
tapes for high
quality flexo-
graphic printing
on hoxboard,
film and foil
packaging.

PORON®
Footwear
Materials
Cushion insole
and padding
materials for
footwear and foot
comfort.

PORCN
MEDICAL® Foams
Cushioning and
padding materials
for orthatic
inserts, artificial
limbs, and other
medical products.

CELLURLEX™
Polyolefin Foams
Materials used for
gaskets, seals and
shock absorbing
components in
industrial products
and as compressi-
bie shock absorb-
ing components in
various consumer
praducts such

as shaes, sporting
goods and trans-
portation equip-
ment.

Moldable
Composites
Composites for
high strength and
high temperature
applications

for computers,
satellites,
telecommunica-
tions equipment,
consumer elec-
tranics, engines,
transmissions,
brakes, electric
motors, and
aircraft,

Rogers Nonwoven
Materials
Padding for casts
and pressure
bandages;
thermal insulation,
pre-filtration
materials, roller
cavers and
consumable
supplies for com-
mercial printing.

RPM 100D

NITROPHYL®
Floats

Fill level sensing
for fuels in cars,
trucks, marine
motars, propane
tanks, and under-
ground storage
tanks.

DUREL® Electro-

luminescent
Lamps (EL) and
Integrated Circuit
Chips for driving
EL lamps

These products
are used to illumi-
nate LCD displays
and keypads in
telecom handsets,
pagers, handheld
computers, global
positioning
devices, plus for
watches and
clocks, and for
control bezels and
instrument clus-
ters in cars.




COMMUNICATIONS

o R0O4000® and RG3000® High Frequency
Circuit Materials reduce the cost of
fabricating high frequency circuits
while improving circuit performance.

o PORON® Urethane Foams form the basis
for resilient gaskets and shock absorbing
pads.

o DUREL 3™ Electroluminescent Lamps and
Inverters provide attractive backlighting
for displays and keypads while using little
battery power in handheld communication
devices.

o Induflex™ Laminates improve shielding
against electromagnetic interference and
reduce noise in telecom cables.

o BISCO™ Silicones form the basis for
environmental seals, shielding and shock
absorbing parts that protect (base station)
equipment from extreme environments and
extend unit life, ensuring continued service.

o R/flex® Flexible Circuit Materials connect
handset components and withstand the
wear and tear of folding or flexing.

o RT/Duroid® and TMM® High Frequency
Circuit Materials become the high
performance transceivers, antennas
and amplifier substrates in aircraft, base
stations and satellites.

o Power Distribution Components
distribute power in base stations for mobhile
communications and other telephone
switching systems.

o Moldable Composites are used for encapsu-
lating and malding electronic components
where electronic performance, thermal man-
agement, dimensional stability, or superior
moisture resistance, are needed.

o Zyvex™ Liquid Crystalline Polymer
Laminates are used as flexible, high speed,
high density, board-to-board interconnec-
tions in network infrastructure equipment.

o CELLUFLEX™ Polyolefin Foams form the
basis for resilient gaskets and shock
absorbing pads.

COMPUTER

= PORON® Urethane Foams form the basis
for sealing and shock absorbing compo-
nents that help protect portable equipment.

o R/flex® Flexible Circuit Materials
provide interconnections that withstand
repeated flexing and allow smaller package
sizes for data storage, notebooks, desk-
tops, and peripherals.

o Induflex™ Laminates provide electramag-
netic shielding of datacom and Local Area
Network (LAN) cables.

o BISCO™ Silicenes form the basis for spac-
ers, seals and shock absorbing parts while
also providing high temperature protection.

o DUREL® Electroluminescent Lamps and
Inverters provide attractive illumination of
keypads and displays in handheld comput-
ing devices.

o Moldable Composites are used for encap-
sulating and molding computer components
that require excellent electrical, thermal,
and mechanical properties.

o Zyvex™ Liquid Crystalline Polymer
Laminates are used as flexible, high speed,
high density, board-to-board interconnec-
tions in high speed computing equipment
and offer reliability and versatility in high
performance IC packaging applications.

o CELLUFLEX™ Polyolefin Foams form
the basis for sealing and shack absorbing
components that help protect partable
equipment.

HARD DISK DRIVES

o SSLAM Flexible Circuit Materials provide
the electrical interconnect between
advanced hard disk drive recording heads
and the drive's electronics.

o R/flex® Flexible Circuit Materials provide
long life, dynamic interconnections in disk
drives where hundreds of millions of flex-
cycles are required.

IMAGING

= ENDUR® Elastomer Components
transport paper, transfer and fuse toner, in
equipment such as laser printers, copiers,
mail sorters and automated teller
machines, to name a few.

o R/flex® Flexible Circuit Materials
provide interconnections that require
dynamic flexing in imaging environments.

o R/bak® Compressible Printing Plate
Mounting Products improve the quality of
printing on boxboard, corrugated, films,
bags, and labels, while extending plate life.

o PORON® Urethane Foams form the basis of
shock absorbing components.

o Dampening Sleeves help maintain
uniformity in water transport systems
for lithographic printing presses.

o Zyvex™ Liquid Crystalline Polymer
Laminates provide highly chemical resist-
ant interconnections for ink jet cartridge
applications.

o CELLUFLEX™ Polyolefin Foams provide
cushioning in flexographic printing plate
applications.

TRANSPORTATION

o Moldable Composites are used in high
strength and high temperature applications
to reduce vehicle weight and improve
mechanical performance.

o DUREL® Electroluminescent Lamps
provide attractive illumination and durable
backlighting for analog instrument cluster
displays.

o Induflex™ Laminates improve shielding
against electromagnetic interference in
automotive sensor cables.

o NITROPHYL® Floats sense fill levels in fuel
tanks.

o Power Distribution Components provide a
low impedance interconnection system in
power converters for use in electric trains,
trams, metros and peaple movers.

o PORON® Urethane Foams are used to
make seals and vibration absorbing compo-
nents in automobiles.

o BISCO™ Silicanes are used for heat
shields, seals, gap fillers, and shock
absorbing parts that make automobiles,
airplanes and other mass transit systems
safer, quieter, and more comfortable.

o R/flex® Flexible Circuit Materials connect
components and form heating elements in
demanding automotive environments.

o CELLUFLEX™ Polyolefin Foams are used to
make seals and vibration absorbing compo-
nents in automobiles.

CONSUMER

o DUREL® Electroluminescent Lamps and
Inverters illuminate the dials and displays
of watches, clocks, medical products, and
electronic sporting goods for visibility in
low light conditions.

= PORON® Footwear Materials form the
basis for cushion insoles and inserts that
provide breathable, long-lasting comfort.

o PORON® Urethane Foams are designed
as shock absorbing components that help
ruggedize equipment and as seals in
appliances.

o PORON MEDICAL® Materials form the
basis of cushioning and padding for
orthotic inserts and artificial limbs.

o Rogers Composite Materials provide
protective padding for orthopedic casts
and pressure bandages.

o Moldable Campasites become high
strength components in power tools and
consumer electronics.

o CELLUFLEX™ Polyolefin Foams are used
as seals in appliances, and for cushioning
and shock absorption in orthotic devices,
footwear and sporting goods.
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ROGERS Report of Management

CORPORATION

The consolidated financial statements and related

information of Rogers Corporation and its wholly-

owned subsidiaries appearing in this Annual Report

have been prepared by management, which is respon-

sible for their integrity and objectivity. The consolidated

financial statements have been prepared in conformity
| with accounting principles generally accepted in the
| United States and, necessarily, include some amounts
‘ that are based on management's best estimates and
judgment.

The consolidated financial statements have been
audited by Ernst & Young LLP, independent auditors,
whose audits were performed in accordance with
auditing standards generally accepted in the United
States and include studies and evaluations of the sys-
tems of internal accounting controls to the extent they
are deemed necessary.

The Company maintains a system of internal
accounting controls designed to provide reasonable
assurance that assets are safeguarded and trans-
actions are executed and recorded in compliance with
‘ management’s authorization. In establishing systems
| of internal control, management weighs the cost of
such systems against the benefits that it believes can
be derived. The Company’s internal control system is
based upon written procedures, organizational struc-
tures that provide an appropriate division of
responsibility, and the careful selection and training of
qualified personnel.

The Board of Directors monitars the Company's
financial reports, accounting practices, and internal
control systems through its Audit Committee. The
membership of the Committee consists solely of non-
employee directors who meet periadically to discuss
audit and financial reporting matters with represent-
atives of financial management and Ernst & Young LLP.
The independent auditors have free access to the
Audit Committee.
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Selected Financial Data

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

SALES AND INCOME

Net Sales

income Before Income Taxes
Net Income

PER SHARE DATA
Basic

Diluted

Book Value

FINANCIAL POSITION (YEAR-END)

Current Assets

Current Liabilities

Ratio of Current Assets to Current Liabilities

Cash, Cash Equivalents, and
Marketable Securities

Working Capital

Property, Plant and Equipment-Net
Total Assets

Long-Term Debt less Current Maturities
Shareholders’ Equity

Long-Term Debt as a Percentage of
Shareholders’ Equity

OTHER DATA

Depreciation and Amortization

Research and Development Expenses
Capital Expenditures

Number of Employees (Average)

Net Sales per Employee

Number of Shares Qutstanding at Year-End

2001

$ 216,037
20,979
15,734

1.03
.98
10.62

84,916
29,692
29101

20,891
55,224
98,454
223,809
1,315
163,062

1%

13,112
12,570
18,032
1,376

157
15,356,284

2000

$ 248,215
37,634
26,720

1.79
1.69
9.65

92,849
38,745
24101

10,100
54,104
94,199
221,514
9,116
145,813

6%

12,507
12,493
22,744
1,358

183
15,102,670

ROGERS

CORPORATION

1999 1998 1997

$ 247,839 § 216574 § 189,652

25,877 19,126 22,005
18,631 13,71 16,500
1.24 91 1.10
1.19 .87 1.05
7.94 1.24 6.26
12,547 69,164 74,325
36,741 32,305 33,983

20t01 21t01 22t01

9,955 9,849 21,555
35,806 36,859 40,342
84,652 79,969 57,359

183,406 176,174 158,440
9,740 13,687 13,660
116,417 110,231 94,378
8% 12% 14%
10,375 8,439 6,614
10,791 10,352 9,608
13,621 28,965 17,138
1,197 1,122 993
207 193 191

14,664,652 15235332 15,087,398
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ROGERS

CORPORATION

¢

NManagement’s Discussion and Analysis

QOverview

For the year 2001, net sales were $216.0 million, down
13% from $248.2 million in 2000. Combined Sales,
which include half of the sales of Rogers’ four uncon-
solidated 50% owned joint ventures, totaled $276.2
million.

Income before income taxes declined 44% to
$21.0 mitlion while net profits decreased 41% to $15.7
million. Diluted earnings per share for the year were
$0.98, down from $1.69 in 2000 and basic earnings per
share were $1.03 in 2001, down from $1.79 in 2000.
Lower than expected income taxes resulting from a
combination of lower income and increased tax
credits yielded an effective tax rate of only 25% for
the Company for 2001. Excluding a one-time charge
of $0.09 for professional fees and restructuring
charges taken in the second quarter of 2001, and the
positive $0.06 realized in the fourth quarter from a
decrease in taxes and a resulting increase in net
prefits, diluted earnings per share for 2001 would
have been $1.01.

The decrease in earnings resulted primarily from
the lower level of sales along with reduced net joint
venture income.

Sales and Operating Profits

SALES ~ 2001 OVER 2000

Net sales were $216.0 million in 2001, down from
$248.2 million in 2000. Combined Sales, which include
half of the sales of Rogers’ four unconsolidated 50%
owned joint ventures, totaled $276.2 million, com-
pared to $316.8 million in 2000. The major causes of
the decrease in revenue were the widespread slow-
down in the wireless communications industry and
the general downturn in the overall global economy.

SALES - 2000 OVER 1999

Net sales were $248.2 million in 2000, up slightly from
$247.8 million in 1999. Combined Sales totaled $316.8
million, compared to $285.0 million in 1999. Beginning
in January 2000, sales of a specialty flexible circuit
laminate sold to Hutchinson Technalogy, Inc. (HTI),
were invoiced through Polyimide Laminate Systems,
LLC (PLS), Rogers’ joint venture with Mitsui
Chemicals, Inc. If these sales were treated the same
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way as reported in 1999, Rogers’ net sales would
have shown an increase of 14.3% in 2000 from 1999
On the same basis, Combined Sales would have
shown an increase of 17.5% in 2000 over 1999. The
Company's favorable 2000 results were primarily
attributable to strong sales to the computer and wire-
less communications markets. Sales of silicone and
urethane materials and high frequency circuit mate-
rials were at record levels during 2000.

OPERATING INCOME - 2001 OVER 2000

Manufacturing margins declined from 33% in 2000 to
31% in 2001. The Company was able to sustain good
manufacturing margins, even with significantly lower
revenues, due to implementation of a humber of cost
saving initiatives. Some of these measures included:
production furloughs, receiving discounts for early
payment of payables, reduced raw material pricing
and the closing of most facilities during the last week
of the year.

f J—
The Company was able to sustain good
manufacturing margins, even with significantly

lower revenues, due to implementation of a
number of cost saving initiatives.

Selling and administrative expenses decreased
slightly in total dollars, but increased as a percentage
of sales from 16% in 2000 to 18% in 2001. The increase
in percentage of sales is primarily due to the
decreased sales volume experienced by the Company.

Acquisition/Restructuring costs for 2001 were
$2.0 million. On February 7, 2001, the Company
entered into a definitive agreement to purchase the
Advanced Dielectric Division (ADD) of Tonoga, Inc.
{commonly known as Taconic), which operates facil-
ities in Petersburgh, New York and Mullingar,
Ireland. On May 11, 2001, the Company announced
that active discussions with Taconic to acquire the
ADD business had been suspended and it was not
anticipated that the acquisition would occur.
Accordingly, $1.5 million in costs associated with this
potential acquisition were written off during the sec-
ond quarter. On October 23, 2001, the Company
terminated the acquisition agreement.




On October 24, 2001, a breach of contract lawsuit
was filed against the Company in the United States
Bistrict Court for the District of Connecticut seeking
damages in the amount of $25 million or more, as well as

specific performance and attorneys’ fees {Tonoga, Ltd., -

d/b/a Taconic Plastics Ltd., Tonoga, Inc., Andrew G.
Russell, and James M. Russell v. Rogers Corporation).
The complaint alleges that the Company breached its
agreement to purchase Taconic’s Advanced Dielectric
Division. The Company believes several conditions
precedent to a closing contained in the relevant agree-
ment were not satisfied by Taconic, and that the
litigation is without merit. The Company intends to vigor-
ously defend the lawsuit.

In the second quarter of 2001, the Company incurred
a restructuring charge in the amount of $500,000. This
amount primarily consists of $300,000 in severance ben-
efits for the termination of 19 employees in the Printed
Circuit Materials segment and $200,000 in costs associ-
ated with the merging of two business units within the
segment. All 19 of these employees were terminated
during the second quarter. The balance in the accrual at
December 30, 2001 was $25,000.

Research and development (R&D) expenses were
$12.6 million in 2001 compared to $12.5 miilion for the
same period in 2000. This increase is due to the cost of
technical employees added in 2000. Such spending is
being maintained so as to preserve the R&D infrastruc-
ture to keep the Company well positioned for growth in
the future.

OPERATING INCOME - 2000 OVER 1999

Manufacturing margins rose from 29% in 1999 to 33% in
2000. The 2000 margins continued the improvement
started in 1999 and were the best in the Company’s his-
tory. This increase was due to a continuing effort to
install new, more productive equipment and to increase
the utilization of existing equipment. Additionally, in 1999
manufacturing profit was heid down by the lower mar-
gins from sales of FLEX-I-MID materials to HTIl. These
materials were produced for the Company by Mitsui
Chemicals, Inc., in Japan, and carried a lower margin
than materials that the Company manufactures. in 2000,
these sales were made direcily by PLS,

Selling and administrative expenses, as a percent-
age of sales, increased slightly from 15% in 1999 to 16%
in 2000. A higher level of information systems expenses
was incurred to improve performance for all users. Also
incurred in 2000 were one-time licensing and consulting
costs. The Company continued to strengthen its global
sales and marketing capabilities particularly through
expansion. Rogers Korea, Inc., a sales and marketing
office with warehousing facilities, officially opened in
Seoul, Korea, in the second guarter of 2000. Rogers

Technologies Singapore, Inc., a sales and marketing
office with warehousing facilities, officially opened in
Singapore in the third quarter of 2000. The focal pres-
ence provided hy these operations allows the Company
to'more effectively service its growing customer base in
these areas.

Research and development expenses were $12.5
mitlian in 2000 compared to $10.8 million far the compa-
rable period in 1999, a 16% increase. This reflects an
increase in technical staff that allowed the Company to
continue improvement in core capabilities, while also
placing greater emphasis on new product development.

OTHER INCOME AND EXPENSE — 2001 OVER 2000

Net interest income for 2001 was lower than 2000 due to
lower rates earned on excess available cash and less
interest being capitalized. The amount of capitalized
interest for 2000 was approximately $400,000 higher than
in 2001.

Other income less other charges increased slightly
from 2000 to 2001. Commission income from PLS and joint
venture income earned was $2.5 million less in 2001. This
decrease was more than offset by an increase in royalty
income, a one-time licensing fee, and changes in various
reserves.

OTHER INCOME AND EXPENSE - 2000 OVER 1999

Net interest income increased approximately $400,000
from 1999 to 2000. The decrease in interest expense
accounted for most of this change. This resulted from a
reduction of long-term debt in 2000 and higher 1999 inter-
est expense due to a penalty associated with the early
payment of debt.

Other income less other charges increased $6.2
million from 1999 to 2000. Joint venture income and
commission income earned from the Company’s joint
ventures accounted for this increase. The income from
the newly formed PLS joint venture was included in
manufacturing profit in 1999.

Income Taxes

The effective tax rates were 25% in 2001, 29% in 2000, and
28% in 1999. In 2001, the tax rate benefited primarily from
foreign tax credits, research and development credits,
and nontaxable foreign sales income. In 2000 and 1999,
the Company had similar benefits reducing the effective
tax rate. In 1999, the Company also incurred current taxes
on its foreign joint venture income that had an offsetting
decrease to deferred taxes due to the related reduction
in the valuation allowance deemed to be necessary by
the Company under FAS No. 109. The deferred tax valua-
tion allowance is recorded on the net deferred tax asset
associated with its foreign joint venture income.
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The Company's backlog of firm orders was $23.3 million

at December 30, 2001 and $31.8 million at December 31,
2000. The decrease is due primarily to reduced orders.

Segment Sales and Operations

Sales of High Performance Foams decreased 16% in
2001. This same segment increased 15% and 11% in 2000
and 1999, respectively. While foam revenues continued
to be lower in the second half of 2001, sales of these
materials into cellular phone handsets began to rebound
with the elimination of the inventory overhang that was
present throughout the first haif of the year. The
increases in both 1939 and 2000 were due to significantly
higher sales of both urethane and silicone foam materi-
als, particularly for wireless communications and
computer applications.

Operating Income from High Performance Foams
was $4.6 million in 2001, $11.2 million in 2000, and $7.8
million in 1999. The decrease in operating income in 2001
was primarily due te the lower level of sales.
Improvement in manufacturing yields and the higher
sales volume resulted in the significant improvement
from 1999 to 2000.

Sales of Printed Circuit Materials decreased 12% in
2001 and 5% in 2000, while there was an increase of 8%
in 1999. If 1999 sales data were restated to exclude the
sales to HTI, the sales increase would have been 34% in
2000. Due to the widespread economic downturn in 2001,
sales into the wireless area were lower than in 2000.
Worldwide sales of high frequency circuit materials far
exceeded the Company's expectations in 2000. Rogers
has become a leading supplier of such materials to the
computer and wireless communications markets.
Wireless communication base stations, satellite televi-
sion receivers, and wireless communication antennas
are the current primary uses for these materials.
Worldwide sales of high frequency circuit materials had
also set a record in 1999. Sales to the wireless commu-
nications market were particularly strong. This was
significantly offset by the disappointing sales levels of
flexible materials that the Company manufactures,
reflecting the softness in demand being experienced by
its major customer for such materials. Sales of FLEX-I-
MID adhesiveless laminate materials to HTI dropped
sharply in the fourth quarter of 1999 as this customer
continued to work off its inventories resuiting in a
smaller year-over-year increase.

Printed Circuit Materials operating income was $6.2
million in 2001, $12.2 million in 2000, and $7.5 million in
1999. The lower level of sales was the major factor lead-
ing to the decrease in 2001. Additionally, the restructuring
charge of $500,000 was included in this segment in 2001,
[tis expected that this initiative will save in excess of $1.0
million annually. Significantly higher sales, excluding HT
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sales now made by PLS, coupled with more efficient
manufacturing facilities, led to the increase in operating
income in 2000. New eguipment has produced immediate
process improvements with enhanced product flow and
efficiency and increased utilization of equipment has also
contributed to the improvement.

Sales of Polymer Materials and Components
decreased 12% in 2001 and 2% in 2000, respectively, but
increased by 25% in 1999.

The sales decrease in 2001 was due to the general
gconomic climate, not to a known decrease in market
share. The increase in 1999 was primarily attributable to
the acquisition of most of the engineered molding com-
pounds business of Cytec Fiberite in January 1999. The
dampening sleeve business was purchased from
Imation Corp. in late 1998 and also contributed to the
sales increase in 1999,

Polymer Materials and Components operating
income was $2.3 million, $6.1 million, and $9.1 million for
2001, 2000, and 1999, respectively. Lower sales, espe-
cially those with high contribution margins, were the
cause of the decrease in operating income in both 2001
and 2000. Additionally, the last phase of the transition of
the Cytec Fiberite business was completed in 2001,
which involved start-up costs. The purchase of the
dampening sfeeve business and the engineered molding
compounds business resulted in significant contribu-
tions to the Company’s performance in 1999.

Joint Yentures

DUREL CORPORATION:

Durel Corporation, the Company's 50% owned joint
venture with 3M in electroluminescent lamps,
recorded sales in 2001 which were 20% lower than in
2000. New cell phone models featuring Durel products,
whose introduction had been delayed during the first
nine months of 2001 due to an inventory glut, started to
ramp into production in the fourth quarter of 2001.
Durel's profits for 2001 were also lower but were
higher in the fourth quarter than in all of the previous
three quarters of 2001 cambined.

On June 28, 2001, Durel was informed that the patent
infringement lawsuit it filed against Osram Sylvania Inc.,
which had been decided in Durel's favor in February
2000, had been reversed by the U.S. Court of Appeals. In
December 2001, Durel and Osram Sylvania agreed to a
worldwide cross-licensing of the disputed patents and
an agreement not to assert future patents against either
company's existing products,

Durel experienced record sales in 2000 and, along
with lower expenses associated with the Osram
Sylvania litigation, had a significant increase in prof-
itability. Continued penetration of the cellular telephone
handset market drove the growth during 2000. Durel dou-




bled manufacturing capacity in 2000. To meet the
demand from this rapidly growing market, Durel also
began construction of a 75,000 square foot addition that
was completed in 2001.

Durel achieved 50% growth in sales in 1999 that
included late-year contracts from two of the largest
manufacturers of cellular telephones. This growth was
driven by a more than 130% increase in sales of Durel's
products for wireless telephones and other handheld
electronic devices. These sales gains helped Durel
achieve record earnings in 1999 despite a very signifi-
cant increase in legal costs associated with the patent
infringement lawsuit.

ROGERS INOAC CORPORATION ({RIC):

Sales of RIC, the Company's joint venture with Inoac
Corporation in Japan, decreased 14% from 2000 to 2001
due to general economic conditions. In January 2002,
RIC sold its Endur product line to the Company's joint
venture partner, Inoac Corporation. The sale allows the
joint venture to focus on high performance foams, which
is consistent with the Company’s strategy. No significant
earnings impact will result from this transaction.

Profits in 2000 were significantly higher than 1999 due
to increasing sales of urethane foams for handheld elec-
tronic devices and general overall economic strength in
Southeast Asia. In 1399, RIC was successful in moving
PORON materials into more industrial applications.

POLYIMIDE LAMINATE SYSTEMS, LLC (PLS):
Sales from the PLS joint venture were 17% higher in 2001.

Quarterly Results of Operations

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Manufacturing

Quarter Net Sales Profit Net Income
2001 Fourth $ 48,094 $ 14,611 $ 3,900
Third 51,031 15,792 3,219
Second 53,162 15,801 1,894
First 63,750 20,654 6,721
2000 Fourth $ 60,952 $ 20,591 $ 7,434
Third 62,357 20,695 6,936
Second . 61,266 20,072 6,442
First 63,640 21,147 5,908

In 2001 and 2000, this product, which is manufactured by
Mitsui Chemicals, Inc. under a Rogers’ technology
license, was sold by PLS. Since PLS is now making these
sales directly, Rogers’ share of such sales is reported in
Combined Sales rather than in net sales. In 1999, Rogers’
net sales included $30.7 million of sales of a specialty
flexible circuit board laminate to HTI.

ROGERS CHANG CHUN TECHNOLOGY CO., LTD. (RCCT):

On June 29, 2000, Rogers signed a joint venture agree-
ment with Chang Chun Plastics Co., Ltd. {CCP), a $1.1
billion Taiwanese specialty chemical manufacturer.
Combining Rogers’ leading-edge flexible circuit materi-
als technology with CCP's outstanding manufacturing
capabilities and long established market position in
Taiwan will enable the joint venture to be a leading flex-
ible circuit materials supplier in Taiwan. This joint
venture had a smooth and successful start-up of its man-
ufacturing operations during the fourth quarter of 2001
and should begin shipping production materials and
generating sales early in the second quarter of 2002.

Acquisitions

As of December 31, 2001 (fiscal year 2002), the Company
acquired much of the intellectual property and most of
the polyolefin foam product lines of Cellect LLC. This
polyolefin foam business will be integrated into Rogers
High Performance Foams and later combined with an
existing Rogers’ business in lllinois. It is expected that

Basic Diluted
Net Income Net Income
Per Share Per Share
$.25 $ .2
21 20

A2 a2

44 42

$ 49 $ 47
46 A4

A3 41

A0 37

The results of operations in the fourth quarter of 2001 include a benefit of approximately

81 million resulting from an adjustment to the Company’s effective income tax rate.
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this new business will be modestly accretive to earnings
in 2002. Initial market response to this purchase has
been very positive.

Effective January 1999, the Company acquired the
engineered molding compounds business of Cytec
Fiberite. This acquisition has added capabilities that have
enhanced the Company’s moldable composites business.

Sources of Liquidity and Capital

Net cash provided by operating activities amounted to
$39.0 million in 2001, $23.7 million in 2000 and $32.5 million
in 1999. The year-to-year increase from 2000 to 2001 was
due primarily to the lower level of accounts receivable
and a company-wide initiative put in place to reduce
inventory levels. The decrease from 1999 to 2000 was
due to a $6.0 million loan granted to one of the
Company’s unconsolidated joint ventures and a higher
level of inventories, offset partially by increased profits
and depreciation. Inventories were increased to support
higher customer demand and in particular at the
Moldable Composites Division where inventory was
increased in anticipation of the final move of the Cytec
Fiberite equipment from Winona, Minnesota to
Manchester, Connecticut.

Capital expenditures totaled $18.0 million in 2001,
$22.7 million in 2000 and $13.6 million in 1999. Despite the
economic climate, the Company continued to investin its
tong-term future. The Company completed the construc-
tion of a building addition in Arizona that was started in
2000. Additional press capacity for high frequency mate-
rials was installed late in 2001 and will come on line early
in 2002. The Company has slowed the qualification of the
new Ghent, Belgium high frequency circuit laminate
facility to match the current needs of the marketplace.
This facility will be brought on line as needs warrant. The
increase in expenditures in 2000 was directly related to
higher sales of products manufactured by the Company.
To satisfy this growing demand, the Company completed
a 50% capacity increase in Arizona for its R04000 high
frequency circuit materials. The Company began con-
struction of the building addition in Arizona and acquired
additional acreage in both Arizona and Ghent, Belgium in
2000. fn 1999 capital expenditures were at mare tradi-
tional levels and no major expansion projects were
initiated and completed during the year,

Cash generated from the Company’s operating activ-
ities exceeded capital spending in all three years
presented, and spending was financed through these
internally generated funds.

The Company has an unsecured multi-currency
revolving credit agreement with two domestic banks and
can borrow up to $75 million, or the equivalent in certain
other foreign currencies. Amounts borrowed under this
agreement are to be paid in full by December 8, 2005. The
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rate of interest charged on outstanding loans can, at the
Company's option and subject to certain restrictions, be
based on the prime rate or at rates from 50 to 112.5 basis
points over a Eurocurrency loan rate. The spreads over
the Eurocurrency rate are based on the Company's
leverage ratio. Under the arrangement, the ongoing
commitment fee varies from 30.0 to 37.5 basis points of
the maximum amount that can be borrowed, net of any
outstanding borrowings and the maximum amount that
beneficiaries may draw under outstanding letters of
credit. There were no borrowings pursuant to this
arrangement at December 30, 2001. The loan agreement
contains restrictive covenants primarily related to total
indebtedness, interest expense, capital expenditures
and net worth. The Company is in compliance with these
covenants.

The Company had designated 390.2 million Belgian
francs as a hedge of its net investment in a foreign sub-
sidiary in Belgium ($9.1 million at December 31, 2000). On
July 6, 2001, the Company repaid the debt at the then
current Belgian franc rate, amounting to $8.2 million.
During the years 2001 and 2000, the Company recorded
$900,000 and $600,000, respectively, of net pretax gains
related to the hedge in other comprehensive income in
shareholders’” equity.

In September 2001, Rogers N.V., a Belgian subsidiary
of the Company, signed an unsecured revolving credit
agreement with a European bank. Under this arrange-
ment Rogers N.V. now can borrow up to 6,200,000 Euro.
Amounts borrowed under this agreement are to be
repaid in full by May 1, 2005. The rate of interest charged
on outstanding loans is based on the Euribor plus 25
basis points. At December 30, 2001, Rogers N.V. had bor-
rowings of 1,487,361 Euro ($1,315,000) under this
agreement.

As of December 30, 2001, the Company had loaned
$5.0 million to Durel Corporation. Borrowings must be
made in increments of $250,000, may not exceed $8.0 mil-
lion in the aggregate, will be at the prime rate of interest,
and any amounts repaid by Durel may subsequently be
re-borrowed during the term of the loan arrangement.
The arrangement expires in September of 2002, unless
extended at the sole discretion of the Company.

At December 30, 2001, the Company had indirectly
guaranteed 50% of a loan entered into by Durel. The
Company's proportionate share of the outstanding prin-
cipal under this guarantee was $3.9 million at December
30, 2001 and $4.3 million at December 31, 2000. The
Company believes that Durel will be able to meet its obli-
gations under this financing arrangement and
accordingly no payments will be required and no losses
will be incurred under this guarantee.

Management believes that over the next twelve
months, internally generated funds plus available lines
of credit will be sufficient to meet the regular needs of




the business. The Company continually reviews and
assesses its lending relationships.

Dividend Folicy

In 1992, the Board of Directors voted to discontinue cash
dividends. At present, the Company expects to maintain
a policy of emphasizing longer-term growth of capita!
rather than immediate dividend income.

Environmental Activities

The Company is subject to federal, state, and local laws
and regulations concerning the environment and is
involved in the following matters: 1) the Company is
currently involved as a potentially responsible party
{PRP) in two Superfund sites; 2) the Company is working
with consultants and the Connecticut Department of
Environmental Protection to monitor the area where
remediation work was completed to address historic
polychlorinated biphenyl (PCB) contamination at its
Woodstock, Connecticut facility; and 3) the Company and
the United States Environmental Protection Agency have
been involved in a dispute about the alleged improper
disposal of PCB's by the Company. The Company does not
believe that the autcome of any of the above matters will
have a material adverse effect on its financial pasition
nor has the Company had any material recurring costs or
capital expenditures relating to environmental matters,
except as disclosed in the Notes to Consolidated
Financial Statements. Refer to Note | of the Notes to
Consolidated Financial Statements for a discussion of the
above matters and the related costs.

Capital Stock Market Prices

The Company’s capital stock is traded on the New York

Stock Exchange. The following table sets forth the com-
posite high and low closing prices during each quarter

of the last two years on a per share basis.

2001 2000
Quarter High Low High Low
Fourth $3580 $27.80 3$4525 $29.06
Third 31.30 24.95 38.94 31.38
Second 35.60 23.90 39.50 29.84
First 4200 3175 3525 18.03

New Accournting Standards

Refer to Note A of the Notes to Consclidated Financial
Statements for a discussion of the new accounting pro-
nouncements and the potential impact to the Company's
consolidated results of operations and consolidated
financial position.

Critical Accounting Policies

Management is required to make certain estimates and
assumptions that affect the amounts reported in the
financial statements and accompanying notes. These
gstimates and assumptions are based on accounting
policies that have been consistently applied and are in
accordance with accounting principles generally
accepted in the United States. The policies that are
deemed critical are those that could have different valu-
ations if another methodology was used. The Company
deems, however, that appropriate reserves have been
established and other methodologies would not vyield
results that are materially different. These critical
accounting policies are listed below.

ALLOWANCE FOR DOUBTFUL ACCOUNTS: {n circum-
stances where the Company is made aware of a specific
customer’s inability to meet its financial obligations, a
reserve is established. The accounts that have balances
outstanding for more than 60 days are individually evalu-
ated and appropriate reserves are established. The
remainder of the reserve is general in nature and is based
upon historical trends and current market assessments.

INVENTORIES: The Company maintains an obsoles-
cence and slow-moving reserve. Products and materials
that are specifically identified as obsolete are fully
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reserved. Most products that have been held in inven-
tory greater than one year are fully reserved uniess
there are mitigating circumstances. The remainder of
the reserve is general in nature and fluctuates with mar-
ket conditions, design cycles and other economic
factors.

In addition, the Company values certain inventories
using the last-in, first-out (LIFO) method. Accordingly, a
LIFO valuation reserve is calculated using the link chain
index method and is maintained to properly value these
inventories.

INVESTMENTS IN UNCONSOLIDATED JOINT VENTURES:
The Company accounts for its investments in and
advances to unconsolidated joint ventures, all of which
are 50% owned, using the equity method. This method
was chosen due to the level of investment and because
the Company has the ahility to exercise significant influ-
ence, but not control, over the joint ventures’ operating
and financial policies.

Market Risk

The Company is exposed to market risk from changes in
interest rates and foreign exchange rates. The Company
does not use derivative instruments for trading pur-
poses. The Company monitors foreign exchange and
interest rate risks and manages such risks on specific
transactions. The risk management process primarily
uses analytical techniques and sensitivity analysis.

The Company has obligations where the interest
rate, although not fixed, is relatively low compared to the
prime interest rate. An increase in interest rates would
not significantly increase interest expense due to the
current makeup of the Company’s debt obligations.
Because of the size and structure of these current obli-
gations, a 100 basis point increase in the prime interest
rate would not result in a material change in the
Company’s interest expense or in the fair value of the
debt obligations. The fair value of the Company’s invest-
ment portfolio or the related interest income would not
be significantly impacted by either a 100 basis point
increase or decrease in interest rates due mainly to the
size and short-term nature of the Company’s investment
portfolio and the relative insignificance of interest
income to consolidated pretax income, respectively.

The Company’s largest foreign currency exposure is
against the Euro, primarily because of its investments in
its ongoing operations in Belgium. Exposure to variability
in currency exchange rates is mitigated, when possible,
through the use of natural hedges, whereby purchases
and sales in the same foreign currency and with similar
maturity dates offset one another. The Company can ini-
tiate hedging activities by entering into foreign
exchange forward contracts with third parties when the
use of natural hedges is not possible or desirable.

2 ROGERS CORPORATION

Forward-Looking Information

Certain statements in this Management's Discussion and
Analysis section and in other parts of this annual report
may constitute “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act
of 1995, Such forward-laoking statements involve knawn
and unknown risks, uncertainties, and other factors that
may cause the actual resuits or performance of the
Company to be materially different from any future
results or performance expressed or implied by such for-
ward-looking statements. Such factors include changing
business, econamic, and political conditions both in the
United States and in foreign countries; increasing com-
petition; changes in product mix; the development of
new products and manufacturing processes and the
inherent risks associated with such efforts; changes in
the availability and cost of raw materials; fluctuations in
foreign currency exchange rates; and any difficulties in
integrating acquired businesses into the Company’s
operations. Such factors also apply to the Company’s
joint ventures where the Company is able to exercise
significant influence, but not control, over such 50/50
operations. Additional information about certain factors
that could cause actual results to differ from such for-
ward-looking statements include the following:

TECHNOLOGY AND PRODUCT DEVELOPMENT

The Company's future results depend upon its ability to
continue to develop new products and improve its prod-
uct and process technologies. The Company’s success
in this effort will depend upon the Company’s abhility to
anticipate market requirements in its product develop-
ment efforts, the acceptance and continued commercial
success of the end user products for which the
Company’s products have been designed, and the
Company's ability to adapt to technological changes and
to support established and emerging industry standards.

In particular, the wireless communications market
is characterized by frequent new product introduc-
tions, evolving industry standards, rapid changes in
product and process technologies, price competition
and many new potential applications. The products that
the Company manufactures and sells to the wireless
communications market are relatively new. To be suc-
cessful in this area, the Company must be able to
consistently manufacture and supply high frequency
circuit materials that meet the demanding expectations
of customers for quality, performance and reliability at
competitive prices. The timely introduction by the
Company of such new products could be affected by
engineering or other development program slippages
and problems in effectively and efficiently increasing
production to meet customer needs. In addition, the
market for computers is characterized by rapid techno-
logical change, significant pricing pressures and short




lead times. Because the Company manufactures and
sells its own circuit materials to meet the needs of this
market, the Company’'s results may be affected by these
factors.

VOLATILITY OF DEMAND

The computer industry and the wireless communications
industry have historically been characterized by wide
fluctuations in product supply and demand. From time to
time, the industries have experienced significant down-
turns, often in connection with, or in anticipation of,
maturing product cycles and declines in general eco-
nomic conditions. These downturns have been
characterized by diminished product demand, produc-
tion over-capacity and accelerated price erosion. The
Company’s business may in the future be materially and
adversely affected by such downturns.

ENVIRONMENTAL LITIGATION

The Company is currently engaged in proceedings
involving two Superfund sites, as a participantin a group
of potentially responsible parties. The Company’s esti-
mation of environmental liabilities is based on an
evaluation of currently available information with
respect to each individual situation, including existing
technology, presently enacted laws and regulations, and
the Company's past experience in the addressing of
environmental matters. Although current regulations
impose potential joint and several liability upon each
named party at any Superfund site, the Company
expects its contribution for cleanup to be limited due to
the number of other potentially responsible parties, and
the Company's share of the contributions of alleged
waste to the sites, which the Company believes is de
minimis. However, there can be no assurances that the
Company’s estimates will not be disputed or that any ulti-
mate liability concerning these sites will not have a
material adverse effect an the Company,

CAPITAL EXPENDITURES

The fevel of anticipated 2002 capital expenditures and
the anticipated benefits to be derived from such expen-
ditures could differ significantly from the forecasted
amounts due to a number of factors including, but not
limited to: changes in design, differences between the
anticipated and actual delivery dates for new machinery
and equipment, problems with the installation and start-
up of such machinery and equipment, delays in the
construction or modifications of buildings and delays
caused by the need to address other business priorities,
as well as changes in customer demand for the products
the Company manufactures. Similar risks are inherent in
the Company’s joint venture operations.

RAW MATERIALS

The Company from time to time must procure certain raw
materials from single or limited sources that expose the
Company to vulnerability to price increases and the
varying quality of the material. In addition, the inability of
the Company to obtain these materials in required quan-
tities could result in significant delays or reductions in its
own product shipments. In the past, the Company has
been able to purchase sufficient quantities of the partic-
ular raw material to sustain production until alternative
materials and production processes could be requalified
with customers. However, any inability of the Company
to obtain timely deliveries of materials of acceptable
quantity or quality, or a significant increase in the prices
of materials, could materially and adversely affect the
Company's operating results.

FOREIGN SALES

The Company’s international sales involve risks, including
imposition of governmental controls, currency exchange
fluctuation, potential insolvency of international cus-
tomers, reduced protection for intellectual property
rights, the impact of recessions in foreign countries,
political instability, and generally longer receivables col-
lection periods, as well as tariffs and other trade barriers.
There can be no assurance that these factors will not
have an adverse effect on the Company's future interna-
tional sales, and consequently, on the Company’s
business, operating results and financial condition.

ACQUISITIONS

Acquisitions are an important component of the
Company’s growth strategy. Accordingly, the Company’s
future performance will depend on its ability to correctly
identify appropriate businesses to acquire, negotiate
favorable terms for such acquisitions and then effec-
tively and efficiently integrate such acquisitions into the
Company's existing businesses. There is no certainty
that the Company will succeed in such endeavors.

OTHER INFORMATION

The foregoing list of important facters does not include
all such factors that could cause actual results to differ
from forward-looking statements contained in this
report, nor are such factors necessarily presented in
order of importance.
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Consolidated Balance Sheets o

(DOLLARS IN THOUSANDS)

December 30, December 31,
2001 2000
ASSETS
Current Assets:
Cash and Cash Equivalents $ 20,891 $ 10,100
Accounts Receivable, Less Allowance for Doubtful Accounts of $1,363 and $1,804 27.460 35,067
Accounts Receivable, Joint Ventures 5123 11,198
Inventories:
Raw Materials 10,003 12,702
In-Process and Finished 16,805 19,145
Less LIFO Reserve {1,433) (1,424)
Total Inventories 25,375 30,423
Current Deferred Income Taxes 5,041 5,000
Other Current Assets 1,026 1,061
Total Current Assets 84,316 92,849
Property, Plant and Equipment, Net of Accumulated Depreciation of $30,015 and $78,319 98,454 94,199
Investments in Unconsolidated Joint Ventures 16,116 11,577
Pension Asset 5,308 6,407
Goodwill and Other Intangible Assets 13,588 14,068
Other Assets 4,427 2414
Total Assets $ 223803 § 221514
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(DOLLARS IN THOUSANDS)

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:
Accounts Payable
Accrued Employee Benefits and Compensation
Accrued Income Taxes Payable
Taxes, Other than Federal and Foreign Income
Gther Accrued Liabilities
Total Current Liabilities
Long-Term Debt
Noncurrent Deferred Income Taxes
Noncurrent Pension Liability
Noncurrent Retiree Health Care and Life Insurance Benefits
Other Long-Term Liabilities
Shareholders’ Equity:
Capital Stock, $1 Par Value (Notes A & H}:
Authorized Shares 50,000,000; Issued Shares 15,739,184 and 15,485,570
Additional Paid-In Capital
Retained Earnings
Accumulated Other Comprehensive Income {Loss), Net of Tax {Note H)
Treasury Stock (382,900 shares for both years) (Note A)
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

The accompanying notes are an integral part of the consolidated financial statements.

ROGERS

CORPORATION

December 30, December 31,
2001 2000

$ 12009 $ 12418
6,974 12,830
6.337 5,554

441 1,643

3,931 6,300
29,692 38,745
1,315 9,116
8,152 8,626
1231 9,676
6,052 5,990
3,165 3,548
15,733 15,486
35,351 32,262
129,438 113,704
(4,030) (2,203)
(13.436) (13,436)
163,062 145,813

$ 223,809 $ 221514
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Consolidated Statements of Income

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Net Sales
Cost of Sales
Selling and Administrative Expenses
Acquisition/Restructuring Costs (Notes | & K)
Research and Development Expenses
Total Costs and Expenses
Operating Income
Other Income less Other Charges
Interest Income (Expense), Net
Income Before Income Taxes
Income Taxes
Net Income
Net Income Per Share (Notes A & H);
Basic
Diluted
Shares Used in Computing (Notes A & H):
Basic
Biluted

RCGERS

CORPQORATION

2001 2000 1999

$ 216037 $ 248215  $ 247,839
148,179 165,710 175,964
38,247 40,529 36,735
1,993 - -
12,570 12,493 10,791
202,591 218,732 223,490
13,046 29,483 24,349
7,953 7,838 1,626

(20) 313 {98)
20,979 37,634 25,877
5,245 10,914 1,246

$ 15734 $ 26720 $ 18631
$ 183 $ 179 § 124
$ S8 §& 1689 8§ 179
15,274,475 14,896,227 15,055,034
16,001,965 15848736 15,642,844

The accompanying notes are an integral part of the consolidated financial statements.
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ROGERS

CORPORATION

Consolidated Statements of Shareholders’ Equity

(DOLLARS IN THOUSANDS, EXCEPT CAPITAL STOCK AMOUNTS)

Accumulated

Other Com-
Additional prehensive Total
Capital Paid-in Retained Income Treasury  Shareholders’
Stock Capital Earnings {Loss) Stock Equity
Balance at January 3, 1999 $ 15248132 $ 25705 $ 68353 $1,348 $§ (423) $110,231
Comprehensive Income:
Net Income for 1999 18,631 18,631
Other Comprehensive Income (Loss) (910) {910)
Total Comprehensive Income 17,121
Stock Options Exercised 171,778 781 953
Stock Issued to Directors 15,468 283 299
Shares Reacquired and Cancelled (17,726} (206} (224}
Tax Benefit on Stock Options Exercised 450 450
Treasury Stock Acquisitions
{370,100 Shares} (13,013) (13,013}
Stock Split Impact on Treasury Stock {370,100) 370
Balance at January 2, 2000 $ 15,047,552 $ 27,383 $ 86,984 $ 438 $(13,436) $116417
Comprehensive Income:
Net Income for 2000 26,720 26,720
Other Comprehensive Income {Loss) {2,641) {2,641)
Total Comprehensive income 24,079
Stock Options Exercised 513,511 3,120 3,633
Stock Issued to Directors 12,993 1,000 1,013
Shares Reacquired and Cancelled (88,486) (2,848) (2,936)
Tax Benefit on Stock Options Exercised 3,607 3,607
Balance at December 31, 2000 $ 15485570  $ 32262  $113,704  $(2,203)  $(13,436) $145813
Comprehensive Income:
Net Income for 2001 15,734 15,734
Other Comprehensive Income (Loss) (1,827) (1,827)
Total Comprehensive Income 13,907
Stock Options Exercised 307,051 2519 2,826
Stock Issued to Directors 11.571 459 £70
Shares Reacquired and Cancelled (65,008) (2,032) (2,087)
Tax Benefit on Stock Options Exercised 2,143 2,143
Balance at December 30, 2001 $ 15,739,184  $ 35,351 $129,438 $(4,030) $(13436) $153,062

The number of shares is equal to the dollar amount of the capital stock ($1 par value).
The accompanying notes are an integral part of the consolidated financial statements.

2001 ANNUAL REPORT 27




ROGERS

CORPORATION

Consolidated Statements of Cash Flows ———

(DOLLARS IN THOUSANDS)
200t 2000 1999

CASH FLOWS PROVIDED BY (USED {N) OPERATING ACTIVITIES:
Net Income $ 15,734 $26,720 $ 18,631

Adjustments to Reconcile Net Income to Cash Provided by
Operating Activities:

Depreciation and Amortization 13,712 12,507 10,375
(Benefit) Expense for Deferred Income Taxes (395) 3,299 (577)
Equity in Undistributed Income of Unconsalidated Joint Ventures, Net (3,123) {5,945) {1,897)
(Gain) Loss on Disposition of Assets {103) 546 304
Noncurrent Pension and Postretirement Benefits 1,489 1,215 a1
Other, Net (584) 376 247

Changes in Operating Assets and Liabilities Excluding Effects of
Acquisition and Disposition of Assets:

Accounts Receivable 13,158 (11,946) 264
Inventories 4,771 (7,465) {1,261)
Prepaid Expenses 14 {436) (233)
Accounts Payable and Accrued Expenses {5,658) 4,843 6,203

Net Cash Provided by Operating Activities 33,015 23,714 32,497

CASH FLOWS PROVIDED BY (USED IN) INVESTING ACTIVITIES:

Capital Expenditures (18,032) (22,744) (13,621)
Acquisition of Businesses (2,000) {252) {4,302)
Proceeds from Sale of Property, Plant and Equipment 225 83 118
Praceeds from Sale of Marketable Securities - - 256
Investment in Unconsolidated Joint Ventures and Affiliates (1,417) (1,692) 737

Net Cash Used in Investing Activities (21,224) (24,505) {16,812)

CASH FLOWS PROVIDED BY (USED IN) FINANCING ACTIVITIES:

Proceeds (Repayments) from Short- and Long-Term Borrowings 1,830 296 (16)
Repayments of Debt Principal {9,733) - (3,369)
Acquisition of Treasury Stock - - (13,013)
Proceeds from Sale of Capital Stock, Net 729 697 729

Net Cash (Used in) Provided by Financing Activities {7,974) 993 (15,669)
Effect of Exchange Rate Changes on Cash 174 (57) 346
Net Increase in Cash and Cash Equivalents 10,791 145 362
Cash and Cash Equivalents at Beginning of Year 10,700 9,955 9,593
Cash and Cash Equivalents at End of Year $ 20,891 $10,100 § 9,955

The accompanying notes are an integral part of the consolidated financial statements.
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ROGERS

CORPORATICON

Notes to Consolidated Financial Statements

Note A I Accounting Policies

ORGANIZATION:

Rogers Corporation manufactures specialty materials, which are sold to targeted markets around the world. These
specialty materials are grouped into three distinct business segments (see Note J}. High Performance Foams include
urethane foams and silicone materials. These foams are sold principally to manufacturers in the communications,
computer, imaging, transportation, and consumer markets. Printed Circuit Materials include circuit board laminates
for high frequency printed circuits, flexible circuit board laminates for flexible interconnections, and industrial
laminates for shielding of radio and electromagnetic interference. Printed Circuit Materials are sold principally to
printed circuit board manufacturers and equipment manufacturers for applications in the computer, communications,
and consumer markets. Polymer Materials and Companents are composed of elastomer components, moldable
composite materials, nitrophyl floats, nonwoven materials, and bus bars for power distribution. Polymer Materials
and Components are sold principally to the imaging, transportation, consumer and communications markets.

PRINCIPLES OF CONSOLIDATION:
The consolidated financial statements include the accounts of Rogers Corporation and its wholly-owned subsidiaries
(the Company), after elimination of significant intercompany accounts and transactions.

CASH EQUIVALENTS:
Highly liquid investments with original maturities of three months or less are considered cash equivalents. These
investments are stated at cost, which approximates market value.

INVESTMENTS IN UNCONSOLIDATED JOINT VENTURES:
The Company accounts for its investments in and advances to unconsolidated joint ventures, all of which are 50%
owned, using the equity method.

RELATED PARTY TRANSACTIONS:
Sales to unconsolidated joint ventures are made on terms similar to those prevailing with unrelated customers.
However, payment terms for amounts owed by the joint ventures may be extended.

FOREIGN CURRENCY TRANSLATION:

All balance sheet accounts of foreign subsidiaries are translated at rates of exchange in effect at each year-end, and
income statement items are transiated at the average exchange rates for the year. Resulting translation adjustments
are made directly to a separate component of shareholders’ equity. Currency transaction adjustments are reported
as income or expense.

INVENTORIES:

Inventories are valued at the lower of cost or market. Certain inventories, amounting to $8,720,000 at December 30,
2001, and $11,095,000 at December 31, 2000, or 34% and 36% of total Company inventories in the respective periods,
are valued at the lower of cost, determined by the last-in, first-out (LIFO) method, or market. The cost of the remaining
portion of the inventories was determined principally on the basis of standard costs, which approximate actual first-
in, first-out (FIFQ) costs.

PROPERTY, PLANT AND EQUIPMENT:

Property, plant and equipment is stated on the basis of cost, including capitalized interest. For financia! reporting
purposes, provisions for depreciation are calculated on a straight-line basis over the following estimated useful lives
of the assets:

Years
Buildings 20 - 45
Building improvements 10 -25
Machinery and equipment 5-15
Office equipment 3-10
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INTANGIBLE ASSETS:
Goodwill, representing the excess of the cost over the net tangible and identifiable assets of acquired businesses, is
stated at cost. Goodwill is being amortized on a straight-line method over periods ranging from 10-40 years.
Amaortization charges to operations amounted to $765,000 in 2001 and $851,000 in 2000.

Purchased patents and licensed technology are capitalized and amortized on a straight-line basis over their
estimated useful lives, generally from 2 to 17 years.

When events and circumstances so indicate, all long-lived assets are assessed for recoverability based upon cash
flow forecasts. Based on its most recent analysis, the Company believes that no material impairment of intangible
assets or long-lived assets exists at December 30, 2001.

INCOME TAXES:

The Company recognizes income taxes under the liability method. No provision is made for U.S. income taxes on the
undistributed earnings of consolidated foreign subsidiaries because such earnings are substantially reinvested in
those companies for an indefinite period. Provision for the tax consequences of distributions, if any, from consolidated
foreign subsidiaries is recarded in the year the distribution is declared.

REVENUE RECOGHNITION:
Revenue is recognized when goods are shipped.

NET INCOME PER SHARE:
The following table sets forth the computation of basic and diluted earnings per share:

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS) 2001 2000 1999
Numeratar:

Netincome $ 15734 $ 26,720 $ 18,631
Denominator:

Denaminator for basic earnings per share — weighted-average shares 15,274 473 14,896,227 15,055,034

Effect of stock options 727,486 952,509 587,810
Denominator for diluted earnings per share — adjusted weighted-average

shares and assumed conversions 15,001,365 15,848,736 15,642,844
Basic earnings per share $ 103 $ 179  § 1.24
Diluted earnings per share $ .98 3 1.69 $ 1.19
STOCK SPLIT:

To help widen the distribution and enhance the marketability of the Company’s capital stock, the Board of Directors
effected a two-for-one stock split in the form of a 100% stock dividend on May 12, 2000. Treasury Stock was not
doubled. All references in the financial statements to the number of shares and per share amounts have been
restated to reflect the increased number of capital shares outstanding.

USE OF ESTIMATES:

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

ADVERTISING COSTS:
Advertising is expensed as incurred and amounted to $1,694,000, $2,128,000, and $1,901,000 for 2001, 2000 and 1999,
respectively.

TREASURY STOCK:

From time to time the Company’s Board of Directors autharizes the repurchase, at management's discretion, of shares
of the Company's capital stock. The most recent regular authorization was approved on August 17, 2000 and provided
for the repurchase of up to an aggregate of $2,000,000 in market value of such stock. On October 24, 2001, the
Company's Board of Directors authorized, at management’s discretion, the repurchase of shares of the Company’s
capital stock in order to provide participants in the Rogers Corporation Global Stock Ownership Plan For Employees
(see Note H), an employee stock purchase plan, with shares of such stock. This is just one of the ways shares can be
provided to plan participants. At year-end, neither authorization had been used to repurchase stock. Treasury Stock
totals 382,900 shares and is shown at cost on the balance sheet as a reduction of Shareholders” Equity.
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RECLASSIFICATIONS:
Certain reclassifications have been made to the 2000 financial statements to conform to the 2001 presentation.

NEW ACCOUNTING STANDARDS:

In June 2001, the Financial Accounting Standards Board issued Statements of Financial Accounting Standards No. 141,
Business Combinations, and No. 142, Goodwill and Other Intangible Assets, Statement 141 requires that the purchase
method of accounting be used for all business combinations initiated after June 30, 2001. Statement 141 also includes
guidance on the initial recognition and measurement of goodwill and other intangible assets arising from business
combinations completed after June 30, 2001. Statement 142 prohibits the amortization of goodwill and intangible assets
with indefinite useful lives. Statement 142 requires that these assets he reviewed for impairment at least annually.
Intangible assets with finite lives will continue to be amortized over their estimated useful lives.

The Company will apply Statements 141 and 142 beginning in the first quarter of 2002, Application of the
nonamortization provisions of Statement 142 is expected to resultin an increase in net income of $331,000 in 2002. The
Company does not expect any impairment of intangible assets upon the adoption of Statement 142.

Note B Property, Plant and Equipment

(DOLLARS {N THOUSANDS)

December 30, December 31,

2001 2000

Land $ 5265 $ 5709
Buildings and improvements 60,839 58,118
Machinery and equipment 94,484 89,711
Office equipment 16,209 15,442
Installations in process 11,672 3,538
188,469 172,518

Accumulated depreciation (90,015} (78,319)

$ 98454 $ 94199

Depreciation expense was $12,947,000 in 2001, $11,656,000 in 2000, and $3,750,000 in 1999. Interest costs incurred
during the years 2001, 2000, and 1399 were $1,070,000, $1,080,000, and $1,423,000, respectively, of which $57,000 in
2001, $457,000 in 2000, and $506,000 in 1999 were capitalized as part of the cost of plant and equipment additions.

Note € | Summarized Financial Information of Unconsolidated Joint Ventures
and Related Party Transactions

The Company has four joint ventures, each 50% owned, which are accounted for by the equity method. Equity income
of $3,123,000, $5,945,000 and $1,897,000 for 2001, 2000 and 1999, respectively, is included in other income less other
charges on the consolidated statements of income. Each of the joint ventures is described below:

Jaint Venture Location Business Segment Fiscal Year-End

Durel Corporation us. Polymer Materials and Components December 31

Rogers Inoac Corporation (RIC) Japan High Performance Foams/ October 31
Polymer Materials and Components

Polyimide Laminate Systems, LLC (PLS) us. Printed Circuit Materials December 31

Rogers Chang Chun Technology Co., Ltd. (RCCT)  Taiwan Printed Circuit Materials December 31

The summarized financial information for these joint ventures is included in the following tabies. Note that there is a
difference between the Company's investment in unconsolidated joint ventures and its one-half interest in the
underlying shareholders’ equity of the joint ventures due primarily to three factors. First, the Company’s major initial
contribution to two joint ventures was technology that was valued differently by the joint ventures than it was on the
Company's books. Secondly, one of the joint ventures had a negative retained earnings balance. Lastly, the
translation of foreign currency at current rates differs from that at historical rates. Correspondingly, there is a
difference between the Company’s recorded income from unconsolidated joint ventures and a 50% share of the
income of those joint ventures.
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(DOLLARS IN THOUSANDS) December 30, December 31,
2001 2000
Current Assets $ 39843 $ 48,808
Noncurrent Assets 33,213 26,312
Current Liabilities 25,309 32,403
Noncurrent Liabilities 11,344 14,646
Shareholders’ Equity 36,403 28,071
(DOLLARS IN THOUSANDS) Year Ended
December 30, December 31, January 2,
2001 2000 2000
Net Sales $ 121,763 $ 138,006 $ 7341
Gross Profit 33,050 39,809 20,909
Net Income 5,928 11,608 4,049

OTHER INFORMATION:

(DOLLARS IN THOUSANDS) 2001 2000 1999
Commission Income from PLS $ 3811 $ 3430 $ -
50% Loan Guarantee for Durel Corporation 3,877 4,286 4,636
Loan to Durel Corporation 5,000 6,500 500

The Company believes that Durel Corporation, which has a 50% loan guarantee will be able to meet its obligations
under the financing arrangement and accordingly no payments will be required and no losses will be incurred under
this guarantee by the Company.

Terms for the loan to Durel Corporation: Borrowings must be made in increments of $250,000, may not exceed
$8,000,000 in the aggregate, will be at the prime rate of interest, and any amounts repaid by Durel may subsequently
be re-borrowed during the term of the loan arrangement. The arrangement expires in September of 2002, unless
extended at the sole discretion of the Company.

Sales made to unconsolidated joint ventures were immaterial in all years presented above.

Note D Pensions and Other Postretirement Benefit Plans

PENSIONS:

The Company has two qualified noncontributory defined benefit pension plans covering substantiaily all U.S.
employees. The Company also has established a nonqualified unfunded noncontributory defined benefit pension plan
to restore certain retirement benefits that might otherwise be lost due to limitations imposed by federal law on
qualified pension plans. In addition, the Company sponsors three unfunded defined benefit health care and life
insurance plans for retirees. The following provides a reconciliation of benefit obligations, plan assets, and funded
status of the plans:
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(DOLLARS IN THOUSANDS)

Other
Pension Benefits Postretirement Benefits
2001 2000 1999 2001 2000 1999
Components of net periodic benefits cost:
Service cost $ 2120 $ 1,641 $ 1,853 $ 282 $ 228 $ 218
interest cost 4,897 4,643 4,257 359 331 264
Expected return on plan assets {5,819) (5,644) (5,359) - - -
Amortizations and deferrals 509 485 524 {92) (17 (152)
Amortization of transition asset (199) {352) (335) - - -
Net periodic benefit costs $ 1508 $§ 773§ 940 $ 549 $ 442 $ 330
Change in plan assets:
Fair value of plan assets at January 1§ 63,304 $ 61,383 $ 58,211 $ - $ - 8 -
Actual return on plan assets 4,943 4,724 5,760 - - -
Employer contributions 381 356 268 486 518 632
Benefit payments {3,468) (3,160) (2,856) (486) (518) {632)
Fair value of plan assets at
December 31 $ 65,160 $ 63,303 $ 61,383 $ - $ - 3 -
Change in benefit obligation:
Benefit obligation at January 1 $ 66,867 $ 56,555 $ 63,548 $ 4332 $ 3395 $ 5,288
Service cost 2,120 1,641 1,853 282 228 218
Interest cost 4,897 4643 4,257 359 332 264
Actuarial losses/{gains) 2,483 5,271 {10,247) 1,167 895 {1,743)
Benefit payments (3.468) (3,160} (2,856) (486) (518) {632)
Plan amendments 1,189 1917 — - - -

Benefit obligation at December 31 $ 74,088 $ 66,867 $ 56,555 $ 5,654 $ 4332 $ 3,395
Reconciliation of funded status:

Funded status $ (8,929 $ (3,564) $ 4828 $ (5,654) $ (4,332) $ (3,395)
Unrecognized net gain/(loss) 4,506 1,304 (4,888) (899) (2,158) (3171)
Unrecognized prior service cost 3,848 3,168 1,736 - - -
Unrecognized transition asset (670) {1,025) (1,376} - - -
Prepaid/(accrued) benefit cost at

December 31 $ (1.245) $ (7 $ 300 $ (6,553) $ (6,490) $ (6,566)

Amounts recognized in the Balance
Sheet consist of:

Prepaid benefit cost $ 2752 $ 3638 $ 4223 $ - $ - $ -
Accrued benefit liability {12,235} {8,538} {4,157} {6,553} {6,430) (6,566)
Intangible asset 3,556 2,769 83 - - -
Deferred tax asset 1,779 1,145 - - - -
Accumulated other comprehensive

income 2,903 1,869 151 - - -
Net amount recognized at

December 31 $ (1,245) $ (17 $ 300 $ (6,553) $ (6,490) $ (6,566)

fn accordance with FASB Statement No. 87, the Company has recorded an additional minimum pension liability for
underfunded plans of $8,238,000 and $5,783,000 for 2001 and 2000, respectively, representing the excess of unfunded
accumulated benefit obligations over previously recorded pension liabilities. A corresponding amount is recognized
as an intangible asset except to the extent that these additional liabilities exceed related unrecognized prior service
cost and net transition obligation, in which case the increase in liabilities is charged directly to shareholders’ equity,
net of taxes.

Other
Pension Benefits Postretirement Benefits
Assumptions as of December 31: 2001 2000 2001 2000
Discount rate 1.25%  7.50% 1.25%  7.50%

Rate of compensation increase 400%  4.00% - -

The expected long-term rates of investment return were assumed to be 9.00% for the pension plan covering unionized
hourly employees and 9.50% for the other pension plan in each year presented.
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The Company has two pension plans with accumulated benefit obligations in excess of plan assets in both 2001 and
2000. Amounts applicable are:

{DOLLARS IN THOUSANDS}

2001 2000
Projected benefit obligation $ 18240 § 15649
Accumulated benefit obligation 17,831 15,427
Fair value of plan assets 11,888 12,667

OTHER POSTRETIREMENT BENEFITS:
The assumed health care cost trend rate of increase was 4.5% for 2000 - 2001 and it was increased to 9.5% for 2002.
The rate was assumed to decrease gradually to 5.0% for 2008 and remain at that level thereafter. The health care cost
trend rate assumption has the following effect on the amounts reported: increasing the assumed health care cost trend
rates by one percentage point for each future year would increase the accumulated postretirement benefit obligation
as of the beginning of 2002 by $276,000 and the aggregate of service cost and interest cost components of net periodic
postretirement benefit cost for fiscal 2001 by $61,000; decreasing the assumed rates by one percentage point would
decrease the accumulated postretirement benefit abligation at the beginning of 2002 by $260,000 and the aggregate of
service cost and interest cost components of net periodic postretirement benefit cost for fiscal 2001 by $55,000.

Note E Employee Savings and investment Plan

The Company sponsors the Rogers Employee Savings and Investment Plan {RESIP) for domestic employees. The plan
allows such employees to contribute up to 18% of their compensation through payroll deductions. Currently up to 5%
of an eligible employee’s annual pre-tax contribution is matched at a rate of 50% by the Company. in 2001 and 2000,
100% of the Company’s matching contribution was invested in Company stock. RESIP related expense amounted to
$934,000 in 2001, $859,000 in 2000, and $723,000 in 1999, including Company matching contributions of $303,000,
$813,000, and $703,000, respectively.

Note F I Debt

LONG-TERM DEBT:
The Company has an unsecured multi-currency revelving credit agreement with two domestic banks and can borrow
up to $75,000,000, or the equivalent in certain other foreign currencies. Amounts berrowed under this agreement are
to be paid in full by December 8, 2005. The rate of interest charged on outstanding loans can, at the Company’s option
and subject to certain restrictions, be based on the prime rate or at rates from 50 to 112.5 basis points over a
Eurocurrency loan rate. The spreads over the Eurocurrency rate are hased on the Campany’s leverage ratio. Under
the arrangement, the ongoing commitment fee varies from 30.0 to 37.5 basis points of the maximum amount that can
be borrowed, net of any outstanding barrowings and the maximum amount that beneficiaries may draw under
outstanding letters of credit. There were no borrowings pursuant to this arrangement at December 30, 2001. The loan
agreement contains restrictive covenants primarily related to total indebtedness, interest expense, capital
expenditures and net worth. The Company is in compliance with these covenants.

The Company had designated 390,200,000 Belgian francs as a hedge of its net investment in a foreign subsidiary in
Belgium ($9,100,000 at December 31, 2000). On July 6, 2001, the Company repaid the debt at the then current Belgian
franc rate, amounting to $8,200,000. During the years 2001 and 2000, the Company recorded $900,000 and $600,000,
respectively, of net gains related to the hedge in other comprehensive income.

In September 2001, Rogers N.V., a Belgian subsidiary of the Company, signed an unsecured revolving credit
agreement with a European bank. Under this arrangement Rogers N.V. now can borrow up to 6,200,000 Euro. Amounts
barrowed under this agreement are to be repaid in full by May 1, 2005. The rate of interest charged on outstanding
loans is based on the Euribor plus 25 basis points. At December 30, 2001, Rogers N.V. had borrowings of 1,487,361 Euro
($1,315,000) under this agreement.

INTEREST PAID:
Interest paid during the years 2001, 2000, and 1999, was $1,050,000, $1,132,000, and $1,523,000, respectively.

34 ROGERS CORPORATION




RESTRICTION ON PAYMENT OF DIVIDENDS:
Pursuant to the muilti-currency revolving credit loan agreement, the Company cannot make a cash dividend payment
if a default or event of default has occurred and is continuing or shall result from the cash dividend payment.

Note @ Income Taxes

Consolidated income before income taxes consists of:

(DOLLARS IN THOUSANDS)

2001 2000 1999
Domestic $13,144 $30,263 $21,623
International 7,835 1,37 4,354

$20,979 $37,634 $25,877

The income tax expense (benefit) in the consalidated statements of income consists of:

(DOLLARS IN THOUSANDS)

Current Deferred Total

2001;
Federal $ 3,029 $ {1,093) $ 1,936
International 1,951 1,533 3,484
State 26 (201) (175)
$ 5,006 $ 239 $ 5245

2000:
Federal $ 5,050 $ 2,507 $ 7,557
International 2,665 299 2,964
State (100) 493 393
$ 7,615 $ 3,299 $10,914

1999:
Federal $ 6,365 $11,074) $ 5,291
International 1,338 408 1,746
State 120 89 209

$ 7,823 § (577) $ 7,246

Deferred tax assets and liabilities as of December 30, 2001 and December 31, 2000, respectively, are comprised of the
following:

(DGLLARS IN THOUSANDS) December 30, December 31,

2001 2000
Deferred tax assets:
Accruals not currently deductible for tax purposes:
Accrued employee benefits and compensation $ 4655 $ 35610
Accrued postretirement benefits 2,021 1,964
Other accrued liabilities and reserves 2,699 2,553
Tax credit carry-forwards 3,232 654
Total deferred tax assets 12,607 8,781
Less deferred tax asset valuation allowance 384 759
Net deferred tax assets 12,223 " 8,022
Deferred tax liabilities:
Depreciation and amortization 14,141 11,287
Investments in joint ventures, net 1,064 235
Other 129 126
Total deferred tax liabilities 15,334 11,648
Net deferred tax liability $ (3111) § (3,626)

Deferred taxes are classified on the consolidated balance sheet at December 30, 2001 and December 31, 2000 as a
net short-term deferred tax asset of $5,041,000 and $5,000,000, respectively, and a net long-term deferred tax liability
of $8,152,000 and $8,626,000, respectively.
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Income tax expense differs from the amount computed by applying the United States Federal statutory income tax
rate to income hefore income tax expense. The reasons for this difference are as follows:

(DOLLARS IN THOUSANDS) 2001 2000 1999
Tax expense at Federal statutory income tax rate $ 1342 $ 13,172 $ 9,056
Net U.S. tax {foreign tax credit) on foreign earnings (1,058) (799) 1,552
General business credits {400) (537) (446)
Nontaxable foreign sales company income {1,213 (861) (424)
State income taxes, net of Federal benefit 102 256 136
Valuation aliowance (375) (294) (2,274)
Other 847 (23) {354)
Income tax expense $ 525 $10914 § 7246

The tax credit carry-forwards consist of general business credits of $1,145,000 that begin to expire in 2016, foreign tax
credits of $1,355,000 that begin to expire in 2007, and alternative minimum tax credits of $732,000 that have no expiration
date.

The deferred tax asset valuation allowance decreased by $375,000 and $294,000 during 2001 and 2000, respectively.
The decreases resulted primarily from the Company’s utilization of foreign tax credits on undistributed profits from its
Japanese joint venture. The deferred tax asset valuation allowance decreased for the same reason by $2,274,000
during 1999.

Undistributed foreign earnings, on which United States income tax had not been provided, before available tax credits
and deductions, amounted to $19,569,000 at December 30, 2001, $15,429,000 at December 31, 2000, and $10,956,000 at
January 2, 2000.

Income taxes paid were $2,918,000, $3,598,000, and $4,795,000, in 2001, 2000, and 1999, respectively.

Note [ Shareholders’ Equity and Stock Options

Components of Other Comprehensive Income (Loss) consist of the following:

(DOLLARS IN THOUSANDS) 200 2000 1999
Foreign currency translation adjustments $ (793) $ (9230 $ (683)
Change in unrealized gains on marketable securities - - 2
Change in minimum pension liability, net of $634 and $1,053 in taxes in 2001 and 2000 (1,034) (1,718} (229)
Other comprehensive income {loss) $ (1827) §$ (2641) § (910

Accumulated balances related to each component of Other Comprehensive Income (Loss) are as follows:

(DOLLARS IN THOUSANDS) December 30, December 37,

2001 2000
Foreign currency translation adjustments $ (1127) $§ (334)
Minimum pension liability, net of $1,779 and $1,145 in taxes in 2001 and 2000 (2,903) {1,869)
Accumulated balance $ {4,030) $ (2,203)

Under varicus plans the Company may grant stock options to officers and other key employees at exercise prices that
range as low as 50% of the fair market value of the Company’s stock as of the date of grant. To date virtually all such
options have been granted at an exercise price equal to the fair market value of the Company's stock as of the date
of grant. In general, regular employee options become exercisable over a four-year period from the grant date and
expire ten years after the date of grant. Stock option grants are also made to non-employee directors, generally on a
semi-annual basis. For such stock options, the exercise price is equal to the fair market value of the Company's stock
and they are immediately exercisable and expire ten years after the date of grant. Stock grants in lieu of cash
compensation are also made to non-employee directors.
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Shares of capital stock reserved for possible future issuance are as follows:

December 30, December 31,

200t 2000

Sharehotder Rights Plan 20,385,363 19,949,400
Stock options 3,824,145 4,141,519
Rogers Employee Savings and Investment Plan 169,044 169,044
Rogers Carporation Global Stock Ownership Plan For Employees 500,000 -
Long-Term Enhancement Plan 115,308 119,625
Stock to be issued in lieu of deferred compensation 37,682 33,642
Total 25,031,542 24,413,230

The Company has adopted the disclosure-only provisions of Statement of Financial Accounting Standards No. 123
(FAS No. 123}, “Accounting for Stock-Based Compensation.” Accordingly, no compensation cost has been
recognized in the financial statements for the stock option plans. Had compensation cost for the Company’s stock
option plans been determined based on the fair value at the grant date for awards in 2001, 2000, and 1999 consistent
with the provisions of FAS No. 123, the Company’s net earnings and earnings per share would have been reduced to
the pro forma amounts indicated below:

(DOLLARS [N THOUSANDS, EXCEPT PER SHARE AMOUNTS)

2001 2000 1999

Net income As Reported  $ 15,734 $ 26,720 $ 18,631
Pro Forma 12,769 24,234 17,207

Basic earnings per share As Reported $§ 1.03 $ 179 $ 124
Pro Forma .84 1.63 1.15

Diluted earnings per share  As Reported § .98 $ 189 $ 119
Pro Forma .80 1.62 1.1

The effects on pro forma net income and earnings per share of expensing the estimated fair value of stock aptions
are not necessarily representative of the effects on reported net income for future years, due to such things as the
vesting period of the stock options, and the potential for issuance of additional stock options in future years.

An average vesting period of three years was used for the assumption regarding stock options issued in 2001, 2000,
and 1999. Regular options granted to officers and other key employees usually become exercisable in one-third
increments beginning on the second anniversary of the grant date.

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model
with the following weighted-average assumptions used for grants:
200 2000 1399
Risk-free interest rate 4.67% 5.14% 6.42%
Dividend yield 0% 0% 0%
Volatility factor 33.6% 33.2% 30.6%
Weighted-average expected life 6.1 years 6.1 years 5.8 years

A summary of the status of the Company’s stock option program at year-end 2001, 2000, and 1999, and changes during
the years ended on those dates is presented below:

2001 2000 1999
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Stock Options Shares Price Shares Price Shares Price
Outstanding at beginning of year 2357.214  $ 1742 2,518,850 $ 12.00 2,380,646 $ 1091
Granted 270,809 33.24 429,419 32.56 356,320 17.69
Exercised (307,051} 9.19 {513,511} 6.94 (11,778) 6.03
Cancelled (6,151) 2284 (77,604) 5.12 (46,338) 19.77
Outstanding at end of year 2314821 $ 20.04 2,357,214 $17.12 2,518,850 $ 12.00
Options exercisable at end of year 1,668,843 1,496,710 1,864,032
Weighted-average fair value of options
granted during year $ 1397 $13.97 $7.31
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The following table summarizes information about stock options outstanding at December 30, 2001:

Options Outstanding Options Exercisable
Weighted-

Number Average Weighted- Number Weighted-

Outstanding at Remaining Average Exercisable at Average

Range of December 30, Contractual Exercise December 30, Exercise
Exercise Prices 2001 Life in Years Price 2001 Price
$3to $11 241,950 2.4 $ 786 241,950 $ 7.86
$12t0 $28 1,441,433 8.9 $ 1582 1,136,028 $ 15.89
$29 1o $43 631,438 9.1 $ 34.11 230,865 $ 34.02
$3 10 $43 2,314,821 8.5 $ 20.04 1,668,843 $ 17.23

In 2001, shareholders approved the Rogers Corporation Global Stock Ownership Plan For Employees, an employee
stock purchase plan. The plan provides for the issuance of up to 500,000 shares of Company stock. Shares may be
purchased by participating employees through payroll deductions that are made during prescribed offering periods
with the actual purchases made at the end of each offering period. Currently, shares may be purchased at 85% of the
stock’s closing price at the beginning or end of each offering period, whichever is lower, and other rules have been
established for participation in the plan.

Note | | Commitments and Contingencies

LEASES:

The Company’s principal noncancellable operating lease obligations are for building space and vehicles. The leases
generally provide that the Company pay maintenance costs. The lease periods range from one to five years and
include purchase or renewal provisions at the Company’s option. The Company also has leases that are canceltable
with minimal natice. Lease expense was $1,320,000 in 2001, $1,084,000 in 2000, and $1,076,000 in 1999.

Future minimum lease payments under noncanceliable operating leases at December 30, 2001, aggregate $3,347,000.
Of this amount, annual minimum payments are $1,028,000, $868,000, $485,000, $384,000, and $326,000 for years 2002
through 2006, respectively.

CONTINGENCIES:
The Company is subject to federal, state, and local laws and regulations cancerning the environment and is currently
engaged in proceedings related to such matters.

The Company is currently involved as a potentially responsible party (PRP) in two cases involving waste disposal
sites, both of which are Superfund sites. These proceedings are at a stage where it is still not possible to estimate
the cost of remediation, the timing and extent of remedial action which may be required by governmental authorities,
and the amount of liability, if any, of the Company alone or in relation to that of any other PRPs. The Company also has
been seeking to identify insurance coverage with respect to these matters. In the past, when it has been possible to
make a reasonable estimate of the Company's liability, a provision has been established. Insurance proceeds have
only been taken into account when they have been confirmed by or received from the insurance company. Actual
costs to be incurred in future periods may vary from these estimates. Based on facts presently known to it, the
Company does not believe that the outcome of these proceedings will have a material adverse effect on its financial
position.

In addition to the above proceedings, the Company has been actively working with the Connecticut Department of
Environmental Protection {CT DEP} related to certain polychlorinated biphenyl (PCB) contamination in the soil beneath
a section of cement flooring at its Woodstock, Connecticut facility. The Company completed clean-up efforts in 2000,
monitored the site in 2001, and will continue to monitor the site for the next two years. On the basis of estimates
prepared by environmental engineers and consultants, the Company recorded a provision of $2,200,000 prior to 1999
and based on updated estimates provided an additional $400,000 in 1999 for costs related to this matter. Prior to 1999,
$900,000 was charged against this provision. [n 1999, 2000, and 2001 expenses of $400,000, $300,000, and $100,000 were
charged, respectively, against the provision. The remaining amount in the reserve is primarily for testing, monitoring,
sampling and any minor residual treatment activity. Management believes, based on facts currently available, that the
balance of this provision is adequate to complete the project.
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In this same matter the United States Environmental Protection Agency (EPA) has alleged that the Company
improperly disposed of PCBs. An administrative law judge found the Company liable for this alleged disposal and
assessed a penalty of approximately $300,000. The Company reflected this fine in expense in 1998 but disputed the
EPA allegations and appealed the administrative law judge’s findings and penalty assessment. The original findings
were upheld internally by the EPA's Environmental Appeals Board, and the Company placed that decision on appeal
with the District of Columbia Federal Court of Appeals in 2000. In early January of 2002, the Company was informed
that the Court of Appeals reversed the decision. As a result of this favorable decision, the $300,000 reserve for the fine
was taken into income in 2001 as the Company intends to vigorously resist any future attempts by the government to
impose a substantial fine.

On February 7, 2001, the Company entered into a definitive agreement to purchase the Advanced Dielectric Division
{ADD) of Tonoga, Inc. {commonly known as Taconic), which operates facilities in Petersburgh, New York and
Mullingar, [reland. On May 11, 2001, the Company announced that active discussions with Taconic to acquire the ADD
business had been suspended and it was not anticipated that the acquisition would occur, Accordingly, $1,500,000 in
costs associated with this potential acquisition were written off during the second quarter. On Gctober 23, 2001, the
Company terminated the acquisition agreement.

On October 24, 2001, a breach of contract lawsuit was filed against the Company in the United States District Court
for the District of Connecticut seeking damages in the amount of $25,000,000 or more, as well as specific parformance
and attorneys’ fees {Tonoga, Ltd., d/b/a Taconic Plastics Ltd., Tonoga, Inc., Andrew G. Russell, and James M. Russell
v. Rogers Corporation). The complaint alleges that the Company breached its agreement to purchase Taconic's
Advanced Dielectric Division. The Company believes that several conditions precedent to a closing contained in the
relevant agreement were not satisfied by Taconic, and that the litigation is without merit. The Company intends to
vigorously defend the lawsuit.

In addition to the above issues, the nature and scope of the Company’s business bring it in regular contact with the
general public and a variety of businesses and government agencies. Such activities inherently subject the Company
to the possibility of litigation that is defended and handled in the ordinary course of business. The Company has
established accruals for matters for which management considers a loss to be probable and reasonably estimable.
it is the opinion of management that facts known at the present time do not indicate that such litigation, after taking
into account insurance coverage and the aforementioned accruals, will have a material adverse effect on the
financial position of the Company.

Note J | Business Segment and Geographic Information

The Company's eight business units and four joint ventures have separate management teams and infrastructures
that in most cases offer different products and services. The business units and joint ventures have been aggregated
into three reportable segments: High Performance Foams, Printed Circuit Materials, and Polymer Materials and
Components. Certain reclassifications were made in 2000 to reflect the way that the business segments are viewed
by top management and the Board of Directors. The prior year information presented has been restated to reflect
these reclassifications.

HIGH PERFORMANCE FOAMS: This segment consists of two business units and 50% of one joint venture. The
products produced by these operations consist primarily of high-performance urethane and silicone foams that are
designed to perform to predetermined specifications where combinations of properties are needed to satisfy rigorous
mechanical and environmental requirements. These materials are sold worldwide and for the most part are sold to
fabricators and ariginal equipment manufacturers.

PRINTED CIRCUIT MATERIALS: There are two business units and two joint ventures in this segment. Laminate
materials used in electronics equipment for transmitting, receiving, and controlling electrical signals are the products
produced by these operations. These products tend to be proprietary materials which provide highly specialized
electrical and mechanical properties to meet the demands imposed by increasing speed, complexity, and power in
analog, digital, and microwave equipment. These materials are fabricated, coated and/or customized as necessary
to meet customer demands and are sold worldwide.
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POLYMER MATERIALS AND COMPONENTS: This segment is comprised of four business units, one joint venture and
50% of another joint venture. The products produced by these operations consist primarily of molded elastomer
components, reinforced plastics, power distribution components and nonwoven materials. These products have been
engineered to provide special performance characteristics to suit a wide range of markets and applications. These
products are sold worldwide to a varied customer base.

The accounting policies of the segments are the same as those described in the summary of significant accounting
policies. The Company evaluates performance based on operating income of the respective business units.

The principal manufacturing operations of the Company are located in the United States and Europe. The Company
markets its products throughout the United States and sells in foreign markets directly, through distributors and
agents, and through its 50% owned joint ventures in Asia. In 2001, approximately 57% of total sales were to the
electronics industry. Approximately 34% of the Company’s sales of products manufactured by U.S. divisions were
made to customers located in foreign countries. This includes sales to Europe of 17%, sales to Asia of 15%, and sales
to Canada of 1%.

At December 30, 2001, the electronics industry accounted for approximately 63% of the total accounts receivable due
from customers. Accounts receivable due from customers located within the United States accounted for 71% of the
total accounts receivable owed to the Company at the end of 2001. The Company performs periodic credit evaluations
of its customers’ financial condition and generally does not require collateral. Receivables are generally due within
30 days. Credit losses relating to customers have been minimal and have been within management’s expectations.

Inter-segment and inter-area sales, which are generally priced with reference to costs or prevailing market prices,
are not material in relation to consolidated net sales and have been eliminated from the sales data reported in the
following tables.

BUSINESS SEGMENT INFORMATION

(DOLLARS IN THOUSANDS)

High Printed Polymer
Perfarmance Circuit  Materials and

Foams Materials* Components Tota!

2001:
Net sales $ 49745 $ 88342 § 77,950 $ 216,037
Operating income 4,583 6,170 2,293 13,046
Total assets 44,908 101,539 77,362 223,809
Capital expenditures 955 15,242 1.835% 18,032
Depreciation 2,165 6,152 4,630 12,947
Joint venture equity income (loss) 1,657 {428) 1,994 3123

2000:
Net sales $ 58877 $100,701 S 88637 $ 248215
Operating income 11,191 12,189 6,103 29,483
Total assets 411 93,809 83,534 221,514
Capital expenditures 1,185 15,122 6,437 22,744
Depreciation 2,106 5,306 4,244 11,656
Joint venture equity income 994 - 4,951 5,945

1999:
Net sales $ 51,364 $105897 $ 90,578  $ 247,839
Operating income 7,758 7,468 9,123 24,349
Total assets 44418 73,979 65,009 183,406
Capital expenditures 1,508 5,459 6,654 13,621
Depreciation 1,869 4,136 3,745 9,750
Joint venture equity income 342 - 1,555 1,897

* Beginning in January 2000, sales of a specialty flexible circuit board laminate sold to
Hutchinson Technology, Inc. (HTI) are reported in the Polyimide Laminate Systems, LLC
joint venture. Sales of $30,700,000 in 1399 were included in net sales in the Printed
Circuit Materials business segment.
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Information relating to the Company’s operations by geographic area is as follows:

(DOLLARS IN THOUSANDS) Europe
United {primarily
States Belgium) Total
200t:
Net sales $170124 § 45913  § 216,037
Long-lived assets 90,129 26,340 116,469
2000:
Net sales $197,954 $ 50261  $ 248,215
Long-lived assets 91,333 19,347 110,680
1999:
Net sales $202505 § 45334  $247,839
Long-lived assets 83,258 18,084 101,342

Net sales are attributed to the business unit making the sale. Lang-lived assets are attributed to the location of the asset.

The net assets of wholly-owned foreign subsidiaries were $23,691,000 at December 30, 2001, and $19,698,000 at
December 31, 2000. Net income of these foreign subsidiaries was $4,819,000 in 2001, $4,399,000 in 2000, and $2,600,000
in 1999, including net currency transaction gains (losses) of $117,000 in 2001, $61,000 in 2000, and $(51,000) in 1999.

Note K | Restructuring Costs

In the second quarter of 2001, the Company incurred a restructuring charge in the amount of $500,000. This amount
primarily consists of $300,000 in severance benefits for the termination of 19 employees in the Printed Circuit
Materials segment and $200,000 in costs associated with the merging of two business units within the segment. All
19 of these empioyees were terminated during the second guarter. The balance in the accrual at December 30, 2001
was $25,000.

Note L Subsequent Events

As of December 31, 2001 (fiscal year 2002}, the Company acquired certain assets of the high performance foam
business of Cellect LLC for approximately $10,000,000 in cash, plus a potential earn out in five years based upon
performance. These assets included intellectual property rights, machinery and equipment, inventory, and customer
lists for portions of the Cellect plastomeric and elastomeric high performance polyolefin foam business. The
acquisition will be accounted for as a purchase; accordingly, the purchase price will be allocated to the underlying
assets based on their respective fair values at the date of acquisition.

Other assets at December 30, 2001 included a $2,000,000 advance payment relating to this acquisition.
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Report of Ernst & Young LLP, Independent Auditors

Board of Directors and Shareholders
Rogers Corporation

We have audited the accompanying consolidated balance sheets of Rogers Corporation and subsidiaries as of
December 30, 2001 and December 31, 2000, and the related consolidated statements of income, shareholders’ equity
and cash flows for each of the three fiscal years in the period ended December 30, 2001. These financial statements
are the responsibility of the Company’s management. Qur responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Rogers Corporation and subsidiaries at December 30, 2001 and December 31, 2000, and the
consolidated results of their operations and their cash flows for each of the three fiscal years in the period ended
December 30, 2001, in conformity with accounting principles generally accepted in the United States.

é/wvf 1 MLLP

Providence, Rhode Island
February 1, 2002
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It is the Company’s policy to afford
equal opportunity to all, regardless

of race, color, religion, national origin,
gender, sexual orientation, marital status,
age, veteran status, or status as an
individual with a disability, and to
provide a work environment free of

bias based on such categories.

This policy applies to every phase of
our operation, including recruitment,
hiring, promation, reclassification,
transfer, compensation, benefits,
termination, layoff and return from
layoff, social and recreational programs,
and any other aspect of employment.
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